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h. Documents related to 1998 transfer of $39.1 million: 676 

9/15/98 memorandum to Credit Committee from Eelma Kusoglu 
[CS3360]; 

10/7/98 memorandum to Claude Poppe from David Oxford [CS3371]; 
9/18/98 Margin System, Detailed Assets document describing time 
deposits used in $39 million transfer [CS3373]; 

9/98 Account Statement showing $39 million transfer [CS2995-96]; 

10/98 Transaction Monitoring inquiry regarding $39 million transfer 
[CS3136] 

i. Documents related to 1999 freezing of Abacha sons’ accounts in Lon- 
don: 682 

3/19/99 amended civil complaint filed in High Court of Justice, 
Queen’s Eench Division, Commercial Court, in London, freezing 
Abacha accounts in London; 

Transaction Monitoring inquiry regarding $2.5 million withdrawal, 
containing dates ranging from 11/98 until 6/99 [CS3130]; 

6/99 Transaction Monitoring inquiry on $298,600 withdrawal from 
Abacha sons’ account; 

6/3/99 e-mail to Salim Raza from Michel Accad on High Court freeze 
order [CS7474] 

j. Documents related to Nigerian government actions taken with respect 

to Abacha family: 696 

7/99 e-mails among Citibank Private Eank personnel in New York 
on Nigerian government efforts to seize misappropriated funds from 
Abacha family and requesting information on existence of Abacha 
accounts [CS2153]; 

“How the grand lootocracy beggared Nigeria’s people,” The Observer 
(11/22/98); 

“London court freezes accounts of late Nigerian ruler,” Agence France 
Presse (6/3/99); 

“Nigeria seeks help in tracing billions ‘taken’ by former military 
leaders,” FinancialTimes (London) (7/23/99; 

“Abacha’s accounts frozen as provisional measure,” press release from 
Federal Office for Police Matters, Switzerland (10/14/99); 
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j. Documents related to Nigerian government actions taken with respect 
to Abacha family — Continued 

“Swiss freeze accounts of Nigeria’s Abacha,” iJeuters (10/14/99); 
“Abacha son on trial for Mrs. Abiola’s murder,” Reuters (10/14/99); 
“Switzerland provides mutual legal assistance in the Abacha case,” 
press release from Federal Office for Police Matters, Switzerland 
(1/21/2000); 

“One billion Swiss Francs involved: The subject of stolen Nigerian 
funds takes gigantic amplitude,” Le Temps (1/22/2000) (with trans- 
lation from French) 

34. Documents relating to Citibank Private Bank accounts of public figures: 


a. Citibank Private Bank’s 6/98 Public Figure Policy [CB21476-80] 716 

b. 6/98 memorandum from Shaukat Aziz, Citibank PBG head, on new 

Public Figure Policy [973] 721 

c. 1999 KYC Annual review standards at Citibank Private Bank 

[CB 14922-23] 722 

d. 6/20/95 memorandum to Marcelo Mendoza from Alan Robinson on 

“Public Figure” Policy [CB24678] 724 

e. Excerpts from Public Figure annual reviews in Europe, Middle East, 

Africa (EMEA) Division: 725 


5/96 reviews [CS1895-97]; 

10/96 reviews [CS1891-94, 3254-55]; 

3/97 reviews [X4319, 7070-73]; 

10/97 reviews [CS1888-90]; 

1/99 reviews [CS1882-87, 2135-38, 2140-41]; 

2/99 reviews [CS2144-46, 2148]; 

8/99 reviews [CS2 154-55] 

f. Excerpts from “The Private Banking Group — Western Hemisphere Pub- 
lic Eigure Review Recommended Action List as of May 17, 1999” 


[CB24972-73] (Reprinted below in Exhibit 35i.) 760 

35. Materials relating to former Venezuelan President Jaime Lusinchi: 

a. Attachment A to 8/9/99 letter to Subcommittee from Citibank legal 

counsel, summarizing accounts related to former President Lusinchi, 
referred to as “Client Ig,” and his wife, referred to as “Client lb” 762 

b. 2/22/94 memorandum from Nicolas Yanes describing review of Mr. 

Lusinchi’s account [X4279] 763 

c. 4/6/94 memorandum from Rodrigo K. Alvarez placing conditions on 

the Lusinchi account [X4278] 764 

d. 4/7/99 memorandum from Jose Luis Daly concurring with Rodrigo K. 

Alverez 4/6/94 memorandum [X4280] 765 

e. “Venezuela Mulls Extradition of Ex-President’s Wife,” Reuters North 

American Wire (7/14/94) 766 

f. 8/31/97 Sensitivity Hot Sheet listings, indicating Mr. Lusinchi had been 

listed on the sheet since 4/94 [X6887] 768 

g. October 1998 Business Background/Source of Wealth Update for Mr. 

Lusinchi [X4276-77] 769 

h. 10/26/98 Public Eigure Sheet indicating decision had been made to 

retain Mr. Lusinchi as a client [CB24977] 771 

i. The Private Banking Group — Western Hemisphere Public Figure Re- 

view Recommended Action List as of May 17, 1999, recommending 
closing account of Mr. Lusinchi [CB24972-73] 772 

j. Public Figure Annual Approval Form, 5/99, recommending terminating 

the relationship with Mr. Lusinchi [CB24974-75] 774 

k. 6/16/99 letter from Thomas M. Lahiff requesting that Mr. Lusinchi 

transfer his accounts to another financial institution [X3779] 776 

36. Materials relating to former Indonesian President Raden Suharto: 

a. Attachment C to 9/7/99 letter from Citibank legal counsel to the Sub- 
committee, summarizing accounts related to two daughters of former 
President Suharto, referred to as “Client 2(h)” and “Client 2(j)” 777 
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b. Excerpts from 2/15/00 letter from Citibank legal counsel to Senator 
Levin, summarizing accounts related to two daughters and one son 
of former President Suharto, referred to as “Clients 2e, 2g, and 2h” 778 

37. Materials relating to former Citibank private banker Carlos Gomez: 

a. 1998 Carlos Gomez Fraud Summary and Action Plan, prepared by 

Citibank PEG [607-10] 779 

b. 1998 Federal criminal indictment of Carlos Gomez (Case No. 

1:98CR00195-001, United States District Court, Southern District of 
New York) 783 

c. 1998 Judgment In A Criminal Case, based upon guilty plea to bank 

fraud 788 

d. 1998 Judgment for $23,226,661.00 in Citibank v. Gomez (Index No. 

600401/98, Supreme Court of the State of New York, County of New 
York) 793 

38. Materials relating to foreign secrecy laws: 

a. Citibank Private Bank form requiring employee acknowledgment of 

Swiss bank secrecy laws 797 

b. J.P. Morgan Private Bank form requiring employee acknowledgment 

of Swiss bank secrecy laws 798 

c. 1998 exchange of letters between Bankers Trust Private Bank and 
Federal Reserve Bank of New York regarding disclosing information 
on beneficial owners of private investment companies that are clients 

of the Bankers Trust Private Bank 799 

d. 10/27/99 The Library of Congress Law Library reports on corporate 

secrecy laws in the Bahamas, the Cayman Islands, the Channel Is- 
lands, Hong Kong, the Netherlands Antilles, Panama, Singapore and 
Switzerland [LL File No. 99-7799] 812 

39. 4/9/98 Shaukat Aziz and Philippe G. Holderbeke memos on Citibank 

Private Bank’s KYC efforts [CB21635^1] 843 

40. Selected documents from 545 pages of documents produced by Citibank 
on 1/26/00, more than 2 months after the November hearings: 

a. 1/26/00 letter from Citibank Private Bank’s legal counsel producing 

545 pages of documents 850 

b. Documents related to $1.9 million transfer on 2/22/95 from Gabon 

treasury to Citibank Private Bank accounts controlled by President 
Bongo: 851 


2/22/95 e-mail to Alain Ober (at Citibank Private Bank in New 
York) from Kayembe Nzongola (at Citibank Gabon) [X7216]; 

3/1/95 e-mail to Donnelle Knowles and others from Alain Ober 
[X7208]; 

c. Documents related to $2.9 million transfer on 7/30/96 from Gabon 

treasury to Citibank Private Bank accounts controlled by President 
Bongo: 853 

Transaction record of incoming funds transfer on 7/30/96 [X7290]; 
Transaction journal, including incoming funds transfer on 7/30/96 
DX7289]; 

7/31/96 e-mail to Donnelle Knowles from Alain Ober [X7293]; 

7/31/96 handwritten notes of Alain Ober regarding telephone con- 
versation with Laure Gondjout, assistant to President Bongo [X7308]; 
7/31/96 e-mail to Salim Raza from Alain Ober [X7295]; 

8/1/96 e-mail to Alain Ober from Salim Raza [X7296] 

d. Documents related to $1,891 million transfer on 12/24/96 from Gabon 

treasury to Citibank Private Bank accounts controlled by President 
Bongo: 859 

Transaction record of incoming funds transfer on 12/24/96 [X7541]; 
Transaction journal, including incoming funds transfer on 12/24/96 
[X7540] 
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e. Documents related to $20 million deposit of funds into President Bon- 
go’s accounts: 861 

3/20/97 e-mail to Christopher L. Rogers from Alain Ober [X7526]; 
3/21/97 handwritten notes of Alain Ober [X7482]; 

3/24/97 memorandum to Alain Ober and others from Christopher 
L. Rogers DC7486]; 

3/25/97 e-mail to Alain Ober and others from Christopher L. Rogers 
[X7482] 

f. Documents related to due diligence review of President Bongo’s ac- 
counts, status of Elf criminal investigation, and possible termination 

of President Bongo’s relationship: 865 

2/21/97 memorandum to Tony Nzongola and others from Nuhad 
Saliba [X7481]; 

7/29/98 e-mail to Alain Ober from Michael Mathews (at Citibank 
Private Bank in London) [X7568]; 

7/29/98 e-mail response to Michael Mathews from Alain Ober and 
7/30/98 e-mail reply to Alain Ober from Mathews [X7565] 

g. Miscellaneous documents: 868 

8/19/99 handwritten notes regarding President Bongo’s accounts 
[X7615-16]; 

1/8/99 letter to Alain Ober from President Bongo [X7625]; 

3/13/95 e-mail to Alain Ober and others from Donnelle Knowles (at 
Cititrust in the Bahamas) about proposed coding system for Presi- 
dent Bongo’s accounts [X7202] 

41. SEALED EXHIBITS: (* Retained in the files of the Subcommittee) 

a. Excerpts from Citicorp Internal Audits and Reviews of the Citicorp 

Private Bank, 1995-1998 * 

b. Excerpts from Federal Reserve Analysis of Citicorp Private Bank, 

1996-1998 * 



PRIVATE BANKING AND MONEY LAUN- 
DERING: A CASE STUDY OF OPPORTUNITIES 
AND VULNERABILITIES 


TUESDAY, NOVEMBER 9, 1999 

U.S. Senate, 

Permanent Subcommittee on Investigations, 

OF THE Committee on Governmental Affairs, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 10:03 a.m., in 
room SD-628, Dirksen Senate Office Building, Hon. Susan M. Col- 
lins, Chairman of the Subcommittee, presiding. 

Present: Senators Collins, Cochran, Specter, and Levin. 

Staff present: K. Lee Blalack, II, Chief Counsel and Staff Direc- 
tor; Mary D. Robertson, Chief Clerk; Kirk E. Walder, Investigator; 
Brian C. Jones, Investigator; Linda Gustitus, Minority Staff Direc- 
tor and Chief Counsel; Elise J. Bean, Minority Deputy Chief Coun- 
sel; Robert L. Roach, Counsel to the Minority; Claire Barnard, 
Detailee/HHS; Leo Wisniewski, Detailee/Secret Service; Carl Gold, 
Congressional Eellow; Robert Slama, Detailee/Secret Service; Re- 
gina Keskes, Intern; Ryan Blalack, Intern; Justin Tatham, Intern; 
Morgan Erankel, Senate Legal Counsel; Brian Benczkowski (Sen- 
ator Domenici); Michael Loesch (Senator Cochran); Erank Brown 
(Senator Specter); Anne Bradford (Senator Thompson); Julie Vin- 
cent (Senator Voinovich); Nanci Langley (Senator Akaka); 
Marianne Upton (Senator Durbin) Jonathan Gill, GAO Detailee 
(Senator Lieberman); and Shelly O’Neill (Senator Akaka). 

OPENING STATEMENT OF SENATOR COLLINS 

Senator Collins. Good morning. This Subcommittee will come to 
order. 

During the next 2 days, the Permanent Subcommittee on Inves- 
tigations will examine the confidential, complex world of private 
banking and whether private banks are — by their very nature — 
particularly susceptible to money laundering. At the outset, I 
should note that this is not the first time that this Subcommittee 
has investigated money laundering. Our colleague. Senator Roth, in 
the mid-1980’s, chaired a series of Subcommittee hearings which 
exposed how criminals used offshore banks to launder their dirty 
money. The Subcommittee’s findings prompted passage of the 
Money Laundering Control Act of 1986, which defined money laun- 
dering as a freestanding criminal offense for the first time. 

More recently. Congressman Leach in the House of Representa- 
tives has held a series of hearings on money laundering. 

( 1 ) 
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These hearings, which were initiated by the Ranking Minority 
Member, Senator Levin, are very timely. Our banking system’s vul- 
nerability to money laundering is once again a focal point of debate 
in the wake of recent disclosures that billions of dollars were si- 
phoned out of Russia into accounts at the Bank of New York and, 
within a few days or even a few hours, rerouted to multiple ac- 
counts all over the world. 

What happened at the Bank of New York, as well as the cases 
that we will highlight today, should be a cautionary tale for the 
rest of the banking industry, law enforcement, and Congress. We 
cannot allow the integrity of our banking system to be sullied by 
the dirty money that fuels the engine of criminal enterprises both 
here at home and abroad. Our banks must be vigilant in their ef- 
forts to detect and report criminal activity and avoid acting as con- 
duits for money laundering. Stop money laundering, and you dry 
up much of the seed capital criminal organizations need for their 
operations. 

Today’s hearing will focus on one aspect of our banking system — 
private banking — that may be particularly attractive to criminals 
who want to launder money. Private banking is probably unfa- 
miliar to most Americans since, by and large, private banks cater 
to extremely wealthy clients. Indeed, most of the private banks ex- 
amined by the Subcommittee require their clients to deposit assets 
in excess of $1 million. The banks charge their customers a fee for 
managing those assets and for providing the specialized services of 
the private banks. 

Some of those services include traditional banking services such 
as checking and savings accounts. But private banks go far beyond 
providing routine banking services. They market themselves to cli- 
ents by offering services to meet the special needs of the very 
wealthy, including providing investment guidance, estate planning, 
tax assistance, offshore accounts, and, in some cases, complicated 
schemes designed to ensure the confidentiality of financial trans- 
actions. 

The private banker coordinates the management of the client’s 
wealth and acts as the client’s personal advocate to the rest of the 
bank. If a client needs to set up an offshore trust, for example, the 
private banker takes care of it. He serves as a liaison between the 
client and the bank’s trust managers, investment specialists, and 
accountants. In short, private bankers are expected to provide per- 
sonalized can-do service for their wealthy clientele. 

Historically, private banking was a specialty business dominated 
by Swiss banks. In the last 30 years, however, large banks in the 
United States have aggressively pursued private banking business 
and sought to increase their market share. Private banking is prof- 
itable, competitive, and a growing business in the United States, 
and private banking services are now an established line of busi- 
ness in many American banks. 

Private banks offer their wealthy clients not only first-class serv- 
ice but confidentiality as well. While the average passbook savings 
depositor at a community bank in Maine has very little, if any, 
need for Swiss bank accounts, some wealthy and prominent people 
seek the anonymity of the financial services offered by private 



3 


banks. And, it is fair to say that private banks sell secrecy to their 
customers. 

The Subcommittee’s investigation found that private banks rou- 
tinely use code names for accounts, concentration accounts that dis- 
guise the movement of client funds, and offshore private invest- 
ment corporations located in countries with strict secrecy laws — so 
strict, in fact, that there are criminal penalties in those jurisdic- 
tions for disclosing information about the client’s account to bank- 
ing regulators in the United States. 

These private banking services — which are designed to ensure 
confidentiality for the client’s account — present difficult oversight 
problems for banking regulators and even law enforcement. For in- 
stance, in one of the cases examined by the Subcommittee, the pri- 
vate bank opened special accounts for the client using the fictitious 
name “Bonaparte.” 

The difficulties associated with identifying clients to account ac- 
tivity worsen when private banks use concentration accounts to 
transfer their clients’ funds. In one case examined by the Sub- 
committee, the private banker’s use of a concentration account, 
which commingles bank funds with client funds, cut off any paper 
trail for millions of dollars of wire transfers. The concentration ac- 
count became the source of funds wired from Mexico, and invest- 
ment accounts in Switzerland and London became the destination. 

I want to emphasize that private banking is a legitimate 
business. There can be bona fide reasons why private banks offer 
products designed to ensure anonymity and confidentiality. The 
problem, however, is that what makes private banking appealing 
to legitimate customers also makes it particularly inviting to crimi- 
nals. 

The Subcommittee found that criminals can easily employ pri- 
vate banking services to move huge sums of money-. In one of the 
cases examined by the Subcommittee involving Raul Salinas — the 
brother of the former President of Mexico — the General Accounting 
Office determined that private banking personnel at Citibank 
helped Mr. Salinas transfer between $90 and $100 million out of 
Mexico in a manner that “effectively disguised the funds’ source 
and destination, thus breaking the funds’ paper trail.” 

Mr. Salinas received first class service from Citibank’s private 
bank. My concern is that this gold-plated service included dis- 
guising the source, flow, and destination of funds that may have 
been the proceeds of the illegal activity. 

Now, I want to emphasize that the Subcommittee has uncovered 
no evidence that Citibank or any other private bank knowingly 
helped Mr. Salinas or other criminals launder dirty money. We 
have, however, found that some private banks neglected their own 
internal procedures designed to detect and report suspicious activ- 
ity as they are required to do by law. 

For example, too often Citibank’s private bank essentially paid 
lip service to its own procedures. Moreover, and even more trou- 
bling, it continued to do so even in the face of highly critical inter- 
nal audits and warnings from banking regulators that there was a 
risk of exposure to money laundering. 

One of the purposes of these hearings is to determine why those 
internal policies were neglected and why it took Citibank so long 
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to correct the problem. A second goal of these hearings is to exam- 
ine whether our banking regulators have done and are doing 
enough to ensure that banks — especially private banks — take seri- 
ously their obligation to implement internal procedures designed to 
report potential money laundering. Finally, these hearings will ex- 
amine whether Congress needs to do more to combat this problem. 

At this time, I would like to call upon the distinguished Ranking 
Minority Member, Senator Levin, for his opening statement. Before 
doing so, however, I want to once again commend Senator Levin 
and his staff for the fine in-depth work that they have done on this 
investigation and for initiating these hearings. 

Senator Levin. 

OPENING STATEMENT OF SENATOR LEVIN 

Senator Levin. Thank you. Madam Chairman. 

Thirteen years ago, with the passage of the first money laun- 
dering statute in 1986, Congress made clear its desire not to allow 
U.S. banks to function as conduits for dirty money. Since that time, 
the world has experienced an enormous growth in the accumula- 
tion of wealth by individuals around the globe, and wealthy indi- 
viduals have turned in growing numbers to a category of banking 
called “private banking” as the mechanism for managing their 
money. 

Estimates are that $500 billion to $1 trillion of international 
criminal proceeds are moved internationally and deposited into 
bank accounts annually. It is estimated that half of that money 
comes to the United States. 

Today we are looking at how private banking can provide man- 
agement not only for legal money, but also for the wealth of inter- 
national criminals and corrupt government officials. 

Private banking is a very competitive and very profitable busi- 
ness, often bringing in a 20 to 25 percent return to a bank. Private 
bankers are marketers and promoters who are expected to attract 
wealthy clients to the bank. Once a person becomes a client of a 
private bank, the bank’s primary goal generally has been to service 
that client, and servicing a private bank client almost always 
means using services that are also the tools of money laundering: 
secret trusts, offshore accounts, secret name accounts, and shell 
companies called private investment corporations. 

These private investment corporations, or PICs, are designed for 
the purpose of holding and hiding a person’s assets. The assets 
could be real property, money, stock, art, or other valuables. The 
nominal officers, trustees, and shareholders of these shell corpora- 
tions are often themselves shell corporations controlled by the pri- 
vate bank. 

The PIC then becomes the holder of the various bank and invest- 
ment accounts, and the ownership of the private bank’s client is 
buried in the records of so-called secrecy jurisdictions, such as the 
Cayman Islands. 

Private banks keep prepackaged PICs on the shelf, awaiting acti- 
vation when a private bank client wants one. Shell companies in 
secrecy jurisdictions managed by shell corporations which serve as 
directors, officers, and shareholders — shells within shells within 
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shells, like Russian Matryoshka dolls, which in the end can hecome 
impenetrable to legal process. 

Private bankers specialize in secrecy. Even if a client doesn’t ask 
for secrecy, a private banker often encourages it. In the brochure 
for Citibank’s Private Bank on their international trust services, in 
the table of contents, it lists the attractiveness of secrecy jurisdic- 
tions this way: “The Bahamas, the Cayman Islands, Jersey, and 
Switzerland, the best of all worlds.” 

This brochure also advertises the advantages of using a PIC. One 
advantage it lists is this one: “PIC assets are registered in the 
name of the PIC, and your ownership of the PIC need not appear 
in any public registry.” 

Secrecy is such a priority that private bankers have at times 
been told by their superiors not to keep any record in the United 
States disclosing who owns the offshore PIC established by the pri- 
vate bank. 

One former private banker told us that he and his fellow bankers 
had to hide cheat sheets in their desks because they weren’t al- 
lowed to keep names of the offshore accounts that they were man- 
aging. Since they couldn’t remember the names and the numbers 
of all those accounts when they needed them, they would keep a 
secret list in their desks or with a secretary to help them remem- 
ber. When the list was discovered, the banker was reprimanded. 

American banks aren’t allowed to maintain secret accounts in the 
United States that are not subject to legal process, so U.S. private 
bankers often establish secret accounts and secret corporations in 
countries that do allow them. Then they manage the money in 
those accounts and the assets in those corporations from their of- 
fices in the United States. In short, American banks help wealthy 
customers do abroad what the customer and the bank can’t do in 
the United States under U.S. law. 

Today we are looking at the Private Bank of Citibank. Citibank 
is the largest bank in the United States. It has one of the largest 
private bank operations. It has the most extensive global presence 
of all U.S. banks, and it has had a rogue gallery of private bank 
clients. 

Citibank, for instance, has been private banker to Raul Salinas, 
brother of the former President of Mexico, now in prison in Mexico 
for murder and under investigation in Mexico for illicit enrichment; 
Asif Ali Zardari, husband of the former Prime Minister of Pakistan, 
now in prison in Pakistan for kickbacks and under indictment in 
Switzerland for money laundering; Omar Bongo, President of 
Gabon, and subject of a French criminal investigation into bribery; 
sons of General Sani Abacha, former military leader of Nigeria, one 
of whom is now in prison in Nigeria on charges of murder and 
under investigation in Switzerland and Nigeria for money laun- 
dering; and Jaime Lusinchi, the former President of Venezuela, in- 
dicted for money laundering in Venezuela. 

Other private banks have similar accounts. The Bankers Trust 
counsel, when describing one of its clients, told our staff words to 
the effect that “these are bad people.” Well if the bank thinks they 
are bad people, why are they accepting them as customers of the 
private bank? 
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In the Bankers Trust case, it appears that the bank did know its 
client. But what it knew was that the client was bad, and it contin- 
ued to do business with him. 

Today we are going to look at some of the cases in greater detail 
to learn how these individuals became clients of Citibank, what ef- 
forts Citibank made to implement its due diligence policies and as- 
certain the source of the client’s wealth, and what Citibank did to 
help disguise the client’s accounts. 

America cannot have it both ways. We cannot condemn corrup- 
tion abroad, be it officials taking bribes or looting their treasuries, 
and then tolerate American banks making profits off that corrup- 
tion. 

Private banking has a legitimate function, but it has too often 
been used to manage dirty money. We must end the use of private 
banking by the criminals and by the corrupt. 

I want to thank our Chairman for her support of these hearings 
and this investigation, and her staff for their hard work in helping 
to bring these about. And I particularly want to thank my Minority 
staff for their work, which can only be described as Herculean. 

Thank you. Madam Chairman. 

[The prepared opening statement of Senator Levin follows:] 

PREPARED OPENING STATEMENT OF SENATOR LEVIN 

Thirteen years ago, with the passage of the first money laundering statute, Con- 
gress made clear its desire not to allow U.S. banks to function as conduits for dirty 
money. This Subcommittee, through a series of hearings and reports in the 1980’s 
on money laundering and off-shore secrecy jurisdictions, contributed significantly to 
the enactment of that law. Money laundering is now a Federal crime and our banks 
and financial institutions are required by law to establish and implement anti- 
money laundering programs. 

Since that time the world has experienced an enormous growth in the accumula- 
tion of wealth by individuals around the globe, and wealthy individuals have turned 
in growing numbers to a category of banking called “private banking” as the mecha- 
nism for managing their money. 

Raymond Baker, a Guest Scholar in Economic Studies at Brookings and a witness 
at tomorrow’s hearing, estimates that $500 billion to $1 trillion of international 
criminal proceeds and hundreds of millions of dollars from tax evasion are moved 
internationally and deposited into bank accounts annually. He estimates that half 
of this money comes to the United States. Today we are looking at how private 
banking can provide management not only for legal money but also for the wealth 
of international criminals and corrupt government officials. 

We need to first understand what private banking is. Most private banks are a 
bank within a larger bank, distinguished by the size of the accounts they hold and 
the presence of a one-on-one private banker or relationship manager assigned to 
manage the assets of each client. To open an account in a private bank, prospective 
clients — and we estimate that there are over 200,000 private bank clients at U.S. 
banks today — must deposit a substantial sum, usually $1 million or more. In return 
for this deposit, the private bank assigns a private banker to act as a liaison be- 
tween the client and the bank and to facilitate the client’s use of a wide range of 
services offered by the bank. The client pays either a flat fee, a fee based on a per- 
centage of the assets under management or both. 

Private banking is a very competitive and very profitable business, often bringing 
in a 20 to 25 percent return to a bank. Private bankers are marketers and pro- 
moters who are expected to attract wealthy clients to the bank. Once a person be- 
comes a client of a private bank, the bank’s primary goal is to service that client, 
and servicing a client almost always means using services that are also the tools 
of money laundering — secret trusts, offshore accounts, secret name accounts, and 
shell companies called private investment corporations. 

These private investment corporations or PICs are designed for the purpose of 
holding — and hiding — one person’s assets. The assets can be real property, money, 
stock, art or other valuables. The nominal officers, trustees, and shareholders of 
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these shell corporations are, in turn, often shell corporations controlled by the pri- 
vate bank. The PIC then becomes the holder of the various bank and investment 
accounts, and the ownership of the private bank’s client is buried in the records of 
so-called secrecy jurisdictions, such as the Cajunan Islands. Private banks keep pre- 
packaged PICs “on-the-shelf,” awaiting activation when a private bank client wants 
one. They have shell companies in secrecy jurisdictions managed by shell corpora- 
tions which serve as directors, officers and shareholders. There are shells within 
shells within shells — like Russian Matyoshka Dolls — which in the end can become 
impenetrable to legal process. 

Private bankers specialize in secrecy. Even if a client doesn’t ask for secrecy, the 
private banker encourages it. Look at this brochure for Citibank’s private bank on 
their international trust services. In the table of contents it lists the attractiveness 
of secrecy jurisdictions this way: “The Bahamas, the Cayman Islands, Jersey and 
Switzerland: The best of all worlds.” This brochure also advertises the advantages 
of using a PIC. One advantage it lists is this one: 

“PIC assets are registered in the name of the PIC and your ownership 

of the PIC need not appear in any public registry.” 

Secrecy is such a priority that private bankers are often told by their superiors 
not to keep any record in the United States disclosing who owns the offshore PICs 
established by the private bank. One former private banker told us he and his fel- 
low bankers had to hide cheat sheets in their desks, because they weren’t allowed 
to keep names of the offshore accounts they were managing. Since they couldn’t re- 
member the names and numbers of all those accounts when they needed them, they 
would keep a secret list in their desks or with a secretary to help them remember. 
When the list was discovered, the banker was reprimanded. 

Secrecy is so important that private bankers sometimes speak in code to each 
other in phone calls across the Atlantic to disguise the beneficial owner of the ac- 
count they are talking about, so other bank employees won’t know the beneficial 
owners of the very accounts they are working on. One private banker in Citicorp 
London had worked for years on the Salinas account and never knew Raul Salinas 
was the beneficial owner. Raul Salinas was always referred to by a code, CC2, or 
the name of his PIC, Trocca, Ltd. The private banker said she was surprised when 
she learned Raul Salinas owned one of her accounts. 

American banks aren’t allowed to maintain secret accounts in the United States, 
so U.S. private bankers establish secret accounts and secret corporations in coun- 
tries that do allow them. Then they manage those accounts from their offices in the 
United States. In short, American banks help wealthy customers do abroad what 
the customer and the bank can’t do within the boundaries of the United States. 

Today we are looking at the private bank of Citibank. It is the largest bank in 
the United States, and it has one of the largest private bank operations. It has the 
most extensive global presence of all U.S. banks, and it has had a rogues’ gallery 
of private bank clients. Citibank has been private banker to: 

— Raul Salinas, brother to the former President of Mexico; now in prison 
in Mexico for murder and under investigation in Mexico for illicit enrich- 
ment; 

— Asif Ali Zardari, husband to the former Prime Minister of Pakistan; now 
in prison in Pakistan for kickbacks and under indictment in Switzerland 
for money laundering; 

— Omar Bongo, President of Gabon; subject of a French criminal investiga- 
tion into bribery; 

— sons of General Sani Abacha, former military leader of Nigeria; one of 
whom is now in prison in Nigeria on charges of murder and under inves- 
tigation in Switzerland and Nigeria for money laundering; 

— Jaime Lusinchi, former President of Venezuela; charged with misappro- 
priation of government funds; 

— two daughers of Radon Suharto, former President of Indonesia who has 
been alleged to have looted billions of dollars from Indonesia; 

— and, it appears General Albert Stroessner, former President of Paraguay 
and notorious for decades for a dictatorship based on terror and profit- 
eering. 

And these are just the clients we know. 

Other banks have similar accounts. The legal counsel for Bankers Trust private 
bank asked the Subcommittee not to make public any information about an account 
of a certain Latin American client because the private banker was concerned that 
the banker’s life would be in danger if the information were revealed. The Bankers 
Trust counsel, when describing one of its clients, told our staff words to the effect 
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that, “These are bad people.” If the bank thinks they’re “bad people,” why are they 
accepting them as customers of the private bank? In the Bankers Trust case it ap- 
pears the bank does know its client; but what it knows is that its client is “bad.” 

Today we’re going to look at some of these cases in greater detail to learn how 
these individuals became clients of Citibank, what effort Citibank made to imple- 
ment its due diligence policies and ascertain the source of the client’s wealth, and 
what Citibank did to help disguise the clients’ accounts. 

No one is suggesting that private banking is an improper banking activity or that 
banks should not be making a profit on the services they offer their clients. As sev- 
eral of Citibank’s top managers said to us, the question is how you conduct private 
banking in an “honorable” way. 

The key factor to banking in an “honorable way” is the exercise of due diligence 
in learning who a client is and the source of the client’s wealth and then taking 
appropriate action. This is a fundamental requirement for a strong anti-money laun- 
dering program. 

America can’t have it both ways. We can’t condemn corruption abroad, be it offi- 
cials taking bribes or looting their treasuries, and then tolerate American banks 
making fortunes off that corruption. 

The Federal Reserve, the Office of the Comptroller of the Currency, the State De- 
partment, and the General Accounting Office all have concluded that private bank- 
ing is vulnerable to money laundering. We will ask today’s witnesses, private bank- 
ers from Citibank, about some specific cases showing us how and why that’s true. 
At tomorrow’s hearing we will look at generic private banking practices, the role of 
the Federal regulators, and the significance of private banking in the global move- 
ment of money. 

Private banking has a legitimate function, but it has too often been used to man- 
age dirty money. We must end the use of private banking by the criminals and the 
corrupt. 

I thank the Chairman for her support for these hearings and her staff for their 
hard work in helping us to bring these about. I also thank my Minority staff for 
their excellent work. 

Senator Collins. Senator Specter, we are pleased to have you 
here with us today, and I would call upon you for any opening re- 
marks you might have. 

OPENING STATEMENT OF SENATOR SPECTER 

Senator Specter. Well, thank you very much. Madam Chair- 
woman. I shall he brief. 

First, I compliment you for scheduling these hearings in the tra- 
dition of this very important Subcommittee, and I compliment Sen- 
ator Levin for the extraordinary Minority report, some 63 pages, 
and I have not seen hearings start with such a comprehensive 
analysis in advance. It gets these hearings off to a running start. 

They are certainly extremely important because money laun- 
dering is instrumental on drug trafficking and organized crime, 
and they are also extremely important from the point of view that 
the United States is making very substantial financial contribu- 
tions to many countries where individuals have access to U.S. 
funds for their own private purposes. 

The information about money laundering on Russian officials 
suggests a direct conduit for the very substantial funds which the 
United States is advancing to Russia, and with the Salinas case in 
Mexico, the bailout, while you can’t trace the specific dollars, there 
is a very strong inference that U.S. taxpayers’ dollars are going 
into private pockets aided and abetted by these private banks. 

Where you have provisions such as Dubai law that the bank is 
not required to know the beneficial owner but only the signatory 
party, it is just an open invitation to the kind of secrecy which both 
Senator Collins and Senator Levin have outlined here. 
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As Senator Levin identifies it, shells within shells, it is the quin- 
tessential shell game. And I believe on the basis of what is of 
record and in this Minority report, there is very substantial evi- 
dence at this time of wrongdoing. And these hearings will give the 
public notice as to what is going on and, I think, set the stage for 
some very important remedial action. 

My Subcommittee on Labor, Health, Human Services is going to 
be negotiating with White House officials a little later this morn- 
ing, so I am going to have to study the record as opposed to being 
here. But I wanted to come and commend what you are doing here 
today and give you my support. Thank you. 

Senator Collins. Thank you very much. 

Senator Cochran, we are also delighted to have you with us 
today. 


OPENING STATEMENT OF SENATOR COCHRAN 

Senator Cochran. Thank you very much. Madam Chairman. 

Our Subcommittee staff has done an enormous amount of work 
to obtain information about the effectiveness of U.S. laws and regu- 
lations to combat money laundering. I look forward to hearing the 
report of our staff and to the consideration of the results of this in- 
vestigation and the issues that have been raised by the staff in this 
important review. 

Thank you very much. 

Senator Collins. Thank you. 

Due to time constraints, the Subcommittee was unable to invite 
all the parties affected by this issue to present oral testimony. We 
have received a written statement from the General Accounting Of- 
fice. We expect to receive one from Stuart Eizenstat, Treasury Dep- 
uty Secretary, as well as from other interested officials. The hear- 
ing record will remain open for 14 days for the inclusion of such 
statements, and the ones we have received, without objection, will 
be included in the printed hearing record. ^ 

At this time I would like to welcome our first panel of witnesses. 
We have with us two members of the Subcommittee’s Minority staff 
who will present an overview of the Subcommittee’s investigation 
of the private banking industry and its vulnerabilities to money 
laundering. We will first hear from Robert Roach, who is the Mi- 
nority Counsel. Mr. Roach will be followed by Elise Bean, who is 
the Deputy Chief Counsel. 

Pursuant to Rule VI, all witnesses who testify must be sworn in, 
so at this point, I would ask that you stand. Do you swear that the 
testimony you are about to give to the Subcommittee will be the 
truth, the whole truth, and nothing but the truth, so help you, 
God? 

Mr. Roach. I do. 

Ms. Bean. I do. 

Senator Collins. Thank you. 

Mr. Roach, you may proceed. As you know better than most wit- 
nesses who appear before us, we ask that you limit your oral testi- 
mony to no more than 10 minutes. 

Mr. Roach. I will watch for the light. 


^The three GAO statements appear as Exhibits 21—23 in the Appendix on pages 159-197. 
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TESTIMONY OF ROBERT L. ROACH, COUNSEL TO THE 
MINORITY, PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 

Mr. Roach. Senator Collins, Senator Levin, and Members of the 
Subcommittee, good morning. We appreciate the opportunity to ap- 
pear before the Subcommittee today to summarize the staff inves- 
tigation to date into the private banking industry and its vulner- 
ability to money laundering. 

Private banks provide financial services to wealthy individuals 
who usually must deposit $1 million or more to open an account. 
All U.S. banks are required by law to have an active anti-money 
laundering program. Regulators and banks have interpreted this 
requirement to include due diligence reviews of bank clients and 
their transactions, including understanding the source of large de- 
posits into a client’s account, and reporting any suspicious activity. 

This responsibility with respect to private banking is signifi- 
cantly greater than retail accounts because clients have high net 
worth, transactions routinely involve large amounts of funds often 
crossing international jurisdictions, and private bankers become 
personally involved with clients and in-house advocates for their in- 
terests. 

We have prepared a report which describes the private banking 
industry in the United States, explains why certain private bank- 
ing features and services increase money-laundering opportunities, 
and details four case histories taken from the Citibank Private 
Bank illustrating a number of anti-money-laundering issues. We 
ask that that report he made part of the record. ^ 

Senator Collins. Without objection. 

Mr. Roach. In the interest of time, our oral presentation will be 
limited to three case histories to be reviewed at today’s hearing: 
Raul Salinas; El Hadj Omar Bongo, President of Gabon; and the 
sons of GeneraLSani Abacha, former military leader of Nigeria. 

First, the Raul Salinas case. Citibank’s management of the Sali- 
nas account raises three major issues: Lack of due diligence, the 
bank’s willingness to satisfy a client’s demand for extreme secrecy, 
and the tension that exists between a bank’s desire to please its 
clients and its legal obligation to combat money laundering. 

First, secrecy. The private bank, through the direction of Amy El- 
liott, private banker to Mr. Salinas, established a shell company for 
Mr. Salinas with layers of disguised ownership. It permitted a 
third party using an alias to deposit funds into the accounts, and 
it moved the funds out of Mexico through a Citibank concentration 
account that aided in the obfuscation of the audit trail. 

Cititrust in the Cayman Islands activated a Cayman Island shell 
corporation called a PIC, or private investment corporation, called 
Trocca, Ltd., to serve as the owner of record for the Salinas private 
bank accounts. We tried to provide somewhat of a graphic descrip- 
tion of how Trocca, Ltd. was structured.^ 

Cititrust used three Panamanian shell companies to function as 
Trocca’s Board of Directors. Cititrust also used three Cayman Is- 


^The Minority Staff Report entitled “Private Banking and Money Laundering: A Case Study 
of Opportunities and Vulnerabilities,” appears in the Appendix on page 872. 

2 See Exhibit No. 1 which appears in the Appendix on page 111. 
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land shell companies to serve as Trocca’s officers and principal 
shareholders. 

Cititrust controls all six of these shell companies and routinely 
uses them to function as directors and officers of PICs that it 
makes available to private clients. 

Later, Citibank established a trust, identified only by a number, 
to serve as the owner of Trocca, Ltd. Raul Salinas was the secret 
beneficiary of the trust. 

The result of this elaborate structure was that the Salinas name 
did not appear anywhere on Trocca’s incorporation papers. 

The Trocca, Ltd. accounts were established in London and Swit- 
zerland. The private bank did not disclose the identity of Trocca’s 
owner to any private bank personnel other than the personnel who 
administered the company and personnel required by Swiss law to 
know the beneficial owner. And Ms. Elliott, who knew Mr. Salinas 
was a client, did not know the name of his shell corporation. The 
private bank did not use Mr. Salinas’ name in bank communi- 
cations, but instead referred to him as “Confidential Client No. 2,” 
or “CC-2.” 

To accommodate Mr. Salinas’ desire to conceal the fact that he 
was moving money out of Mexico, Ms. Elliott introduced Mr. Sali- 
nas’ then-fiancee Paulina Castanon as Patricia Rios to a service of- 
ficer at the Mexico City branch of Citibank. Operating under that 
alias, Ms. Castanon would deliver cashiers checks to the branch 
where they would be converted into dollars and wired into a con- 
centration account in New York. 

The concentration account is a business account established by 
Citibank to hold funds from various destinations prior to depositing 
them into the proper accounts. Transferring funds through this ac- 
count enables a client’s name and account number to be removed 
from the transaction, thereby clouding the audit trail. From there, 
the money would be transferred to the Trocca, Ltd. accounts in 
London and Switzerland. ^ 

Between October 1992 and October 1994, more than $67 million 
was moved from Mexico to New York and then on to London and 
Switzerland by way of this system.^ 

Second, lack of due diligence. A private bank is obligated by law 
to take steps to ensure that it does not facilitate money laundering. 
All bankers are required to conduct due diligence on clients in 
opening and managing accounts. However, the private bank accept- 
ed Mr. Salinas as a client without any specific review of his back- 
ground and without determining the source of funds that would be 
deposited into his account. 

Ms. Elliott acknowledged to us that she relied on the verbal ref- 
erence provided by Carlos Hank Rhon, a long-time private bank cli- 
ent, and her general knowledge of the reputation and wealth of the 
Salinas family. She acknowledged that she did not investigate Mr. 
Salinas’ employment, financial background, or assets, despite 
Citibank’s written policy to obtain all relevant client information 
and account documentation in writing. In fact, in 1995, after Mr. 


^See Exhibit No. 2 which appears in the Appendix on page 112. 
2 See Exhibit No. 3 which appears in the Appendix on page 113. 
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Salinas was arrested, Ms. Elliott reviewed the Salinas profile, and 
it was blank. 

The failure to perform due diligence when opening the Salinas 
accounts was compounded when Mr. Salinas began depositing tens 
of millions of dollars into Trocca’s offshore accounts. In just 2 
years, Mr. Salinas deposited an aggregate of $67 million, well over 
the $15 to $20 million that Ms. Elliott had projected in 1992. Yet 
no one questioned Mr. Salinas about the origin of these funds. Far 
from inquiring about the sources of the funds, Ms. Elliott wrote to 
her colleagues in June 1993 that the Salinas account “is turning 
into an exciting, profitable one for us all. Many thanks for making 
me look good.” 

After Mr. Salinas was arrested, Mrs. Salinas told Ms. Elliott that 
some of the funds had come from other individuals. 

When questioned about his lack of intervention in this matter, 
Mr. Misan, then the private bank’s Mexico country head and Ms. 
Elliott’s superior, stated that when he took his position as Mexico 
country head, his superiors in the bank, Mr. Figueiredo and Mr. 
Montero, informed him that there were some accounts that he 
should not supervise. Mr. Misan told us that he did not supervise 
the Salinas accounts as a result of that directive. 

Finally, the desire to please the client versus responsibilities 
under the law. After Mr. Salinas was arrested, Hubertus Rukavina, 
the head of Citibank Private Bank at the time, suggested that the 
Salinas accounts in London be transferred back to Switzerland be- 
cause they would be afforded more secrecy there. 

Also, according to Mrs. Salinas, Ms. Elliott advised her that it 
might be wise to move the Trocca, Ltd. account out of Citibank be- 
cause it might be more difficult for Mexican authorities to obtain 
account information from a non-U. S. bank. 

After Mr. Salinas’ arrest in February 1995, private bank attor- 
neys and officials had restricted the activities in the Trocca, Ltd. 
account, put it under the control of the legal department, made a 
decision to terminate the relationship, and secured repayment of 
an outstanding loan because they were concerned that the bank’s 
funds would be at risk if a government froze the assets in the ac- 
counts. Yet no criminal referral form was filed until 6 months later, 
after Mrs. Salinas was arrested. And that referral made no men- 
tion of the Trocca, Ltd. accounts, even though it was Trocca, Ltd. 
that held almost all of the clients’ assets and was the account that 
was the subject of all the actions Citibank took 6 months earlier. 

It is one thing for a private bank to provide reasonable levels of 
confidentiality. It is another for a private bank to provide the 
means for an individual to deposit tens of millions of dollars in 
Swiss accounts in ways that even an auditor would find difficult to 
detect. 

When products and services are structured to satisfy a client’s 
demand for secrecy, they become much more vulnerable to money 
laundering. 

Now my colleague, Ms. Bean, will address the two other cases. 
Thank you. 
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TESTIMONY OF ELISE J. BEAN, DEPUTY CHIEF COUNSEL TO 

THE MINORITY, PERMANENT SUBCOMMITTEE ON INVES- 
TIGATIONS 

Ms. Bean. The second case history involves El Hadj Omar Bongo, 
the President of Gabon for the past 30 years and a long-time pri- 
vate bank client of Citibank. The Bongo accounts also raise due 
diligence and secrecy issues, including the extent to which a pri- 
vate bank should service personal accounts belonging to a senior 
government official when government funds appear to be a major 
source of large deposits into the official’s personal accounts. 

The Bongo relationship includes consumer and private bank ac- 
counts in Gabon, London, New York, Paris, and Switzerland. The 
largest accounts are held in the name of Tendin Investments, a Ba- 
hamian PIC established by Citibank for President Bongo in 1985. 
Over 14 years, the Tendin accounts have held more than $130 mil- 
lion. The private bank has also issued President Bongo loans ex- 
ceeding $50 million, secured by his deposits. 

Citibank has accommodated President Bongo’s desire for secrecy 
through using code names, setting up PICs in secrecy jurisdictions, 
using special credit arrangements, and opening a special name ac- 
count for him in New York called simply “OS.” 

These and other arrangements kept knowledge of the Bongo ac- 
counts within a small circle in the private bank until a 1996 in- 
quiry by the Federal Reserve. The Federal Reserve became con- 
cerned about how little information Citibank had about the source 
of funds in the Bongo accounts. The client profile in August 1996 
contained only this explanation of President Bongo’s background: 
“Head of State for over 25 years. . . . Self-made as a result of posi- 
tion. Country is oil producer.” 

The private banker who managed the account, Alain Ober, his 
immediate supervisor at the time, Sal Mollica, and a division head, 
Edward Montero, have all acknowledged that this client profile was 
wholly inadequate. 

The Federal Reserve became so concerned about the Bongo ac- 
counts that in February 1997 it asked Citibank’s regular bank ex- 
aminer, the Office of the Comptroller of the Currency, or OCC, to 
take a closer look. The OCC was given a revised client profile 
which stated that the President’s funds were “created as a result 
of [his] position and connection to French oil companies.” 

Like the Federal Reserve, the OCC found no documentation ex- 
plaining how the President’s position led to the funds in his per- 
sonal account or what oil interests produced them. The OCC also 
found that the source of over $20 million in deposits made in 1997, 
the largest deposits to the Bongo accounts in 10 years, was unex- 
plained. 

When the OCC examiner pressed Citibank for specific docu- 
mentation of the source of the funds in the Bongo accounts, Mr. 
Ober wrote an April 1997 memorandum which his superiors gave 
to the OCC. It identified just one source for the Bongo funds: The 
Gabon budget. 

The memo stated that in 1995 the Gabon budget authorized $111 
million for President Bongo’s use, and similar amounts were set 
aside in 1996 and 1997. The OCC examiner told the Subcommittee 
staff that he accepted the memo as a sufficient explanation for the 
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funds in President Bongo’s personal accounts, because he assumed 
President Bongo had “carte blanche authority” over his govern- 
ment’s funds. He did not attempt to double-check the information. 

The Subcommittee staff did double-check the information with 
Gabon budget experts from the IMF and the World Bank. They 
were unanimous in their rejection of the Citibank memo, explain- 
ing that no Gabon budget during the 1990’s had set aside funds for 
the President’s personal use. 

The Gabon budget experts indicated that anyone attempting to 
verify the budget items could easily have determined that the 1995 
Gabon budget did not authorize a $111 million set-aside for the 
President’s personal use and that such a set-aside was plainly con- 
trary to Gabon’s budget policy. The IMF also noted, however, that 
Gabon was spending money in ways not specified in its official 
budget and that $62 million of these “extrabudgetary expenditures” 
in 1997 and 1998 had caused the IMF to cut off further loans to 
the country pending an independent review of its spending. 

At the same time Citibank was preparing the April 1997 memo 
for the OCC, a new set of red flags went up about the Bongo ac- 
counts. Articles began appearing in major papers raising questions 
about President Bongo’s role in an unfolding scandal involving 
bribes paid to government officials by the French oil company. Elf 
Aquitaine, and its subsidiary. Elf Gabon. Among other allegations, 
the articles reported that two Swiss bank accounts containing mil- 
lions of dollars in allegedly improper payments by Elf had been fro- 
zen by Swiss authorities at the request of French criminal inves- 
tigators. These accounts, a PIC and a special name account at 
banks other than Citibank, were both linked to President Bongo. 

Mr. Ober told the Subcommittee staff that he was aware of the 
press articles and the allegations against President Bongo, but did 
not attempt to find out more and did not discuss the matter with 
his supervisors. After his interview, however. Citibank provided a 
copy of an e-mail dated April 28, 1997, in which the private bank’s 
African marketing head, Christopher Rogers, urged Mr. Ober and 
others not to make judgments based on the press reports and to “be 
extremely careful about sharing such information with regulatory 
authorities because we can’t answer for it.” 

On August 6, 1997, Le Monde, a major French newspaper, re- 
ported that a Swiss prosecutor had declared in open court that 
President Bongo was “the head of an association of criminals.” 

Two months later, in October 1997, President Bongo’s accounts 
came up for formal review as part of the private bank’s annual ex- 
amination of its public figure accounts. The papers prepared for 
this review state in the entry for President Bongo “newspaper re- 
ports 4/1997 claim he has accepted bribes from ELF-Aquitaine.” 

But the decision made in October 1997 was to leave the accounts 
open. This decision was made despite the private bank’s awareness 
of the criminal probe and the Swiss court orders freezing bank ac- 
counts linked to President Bongo. In addition, apparently no one 
connected with the 1997 review asked Mr. Ober to explain or docu- 
ment the source of the $20 million in 1997 deposits even though 
they were the largest deposits into the Bongo accounts in 10 years. 

In addition to these due diligence issues, the Bongo case history 
raises an issue unique to private banks managing personal ac- 
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counts for senior government officials with influence over bank op- 
erations. 

The Private Bank’s legal counsel informed Federal regulators 
that in the summer of 1996, Citibank considered terminating the 
relationship with President Bongo, but did not, because it was con- 
cerned for the safety of its bank personnel in Gabon. As late as No- 
vember 1998, when Citibank was again considering terminating 
the Bongo accounts, their top manager in Africa, Mr. Rogers, wrote 
the following warning about closing the Bongo accounts: 

“We ought to insure that we face this issue and its possible 
implications with our eyes wide open. Whatever internal 
considerations we satisfy, the marketing fallout is likely to 
be serious. . . . [President Bongo’s] family and friends ex- 
tend far. . . . The impact on [the Private Bank’s] mar- 
keting in Francophone, Africa will be serious.” 

In January 1999, the Private Bank decided to close the accounts. 
As of October 1999, however, millions of dollars are still in the 
Bongo accounts, which are not expected to close completely until 
sometime in the year 2000. 

The third case history involves Mohammed, Ibrahim, and Abba 
Sani Abacha, three sons of General Sani Abacha, former military 
leader of Nigeria from 1993 until his death in 1998. General 
Abacha has been widely condemned as responsible for one of the 
most corrupt and brutal regimes in Africa. During his regime, the 
State Department and Citibank identified Nigeria as a high-risk 
country for money laundering. 

General Abacha’s sons, Mohammed and Ibrahim, first became 
clients of Citibank Private Bank in 1988. They began by opening 
accounts in London and later opened accounts in New York. Over 
time they required, and the Private Bank agreed to provide, a 
number of secrecy measures, including three special name ac- 
counts, an offshore shell corporation, and the use of two sets of 
codes to refer to funds transfers. The London accounts held as 
much as $60 million at one time. The New York accounts generally 
stayed under $2 million, but in one 6-month period saw deposits 
and withdrawals of almost $47 million. 

A few weeks after General Abacha’s death in June 1998, and the 
initiation of a Nigerian Government investigation into bank ac- 
counts held by him, his family and associates, the General’s wife 
was stopped at a Lagos airport with 38 suitcases full of cash, and 
his son was found with $100 million in cash. These and other funds 
were seized by the Government of Nigeria. 

Mr. Ober, one of the private bankers managing the Abacha ac- 
counts, told the Subcommittee that he was aware of these events, 
but did not discuss them with his colleagues or supervisors. Mr. 
Ober also told the Subcommittee staff that he had stopped trav- 
eling to Nigeria due to the corruption there. 

In September 1998, while the Nigerian Government investigation 
was ongoing, the Abacha sons made an urgent request to Citibank 
to transfer $39 million out of their London accounts. The funds 
were then in a time deposit that would not mature until the end 
of September, and which, if the deposits were withdrawn pre- 
maturely, would result in a hefty penalty. The Abacha sons asked. 
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and the Private Bank agreed, to approve an overdraft, a loan in the 
amount of $39 million, which the sons used to immediately transfer 
their funds to Swiss banks and elsewhere. Citibank then satisfied 
the loan when the time deposit matured 2 weeks later. In this way 
Citibank assisted the Abacha sons in moving $39 million out of 
their Citibank accounts in the face of an ongoing Nigerian Govern- 
ment investigation into their funds, without even incurring a finan- 
cial penalty. 

The primary private banker in London who opened and managed 
the accounts was Michael Matthews; in New York it was Alain 
Ober. Both Mr. Matthews and Mr. Ober were required to perform 
due diligence reviews of the Abacha sons prior to accepting them 
as clients and while managing their accounts. Mr. Ober has indi- 
cated, however, that he was unaware for 3 years, from 1993 until 
1996, that the sons’ father had become the military leader of Nige- 
ria, until a Citibank colleague mentioned it to him by chance in 
January 1996. The documents suggest that Mr. Matthews was also 
uninformed of General Abacha’s status. 

Beginning in 1996, large additional deposits were made to the 
London accounts. The funds almost tripled from $18 million to $60 
million. The account documentation contains little information 
about the source of these new funds. 

At the same time the funds were increasing, the client profiles 
for the London accounts twice failed reviews by Citibank quality 
assurance personnel. A review conducted in June 1997 found the 
London client profile deficient in every category tested, from source 
of wealth, to business background, to source of funds used to open 
the account. A 1998 review states: “Lack of detail in Source of 
Wealth on these profiles. . . . [AJgreed to pass [quality assurance 
review] on basis that we are exiting these relationships.” 

In New York, no client profiles were provided for the accounts 
during 1994 and 1995, when $47 million passed through the ac- 
counts in a 6-month period. Mr. Ober told the Subcommittee staff 
he could not recall the source of the $47 million, and no account 
documentation explains the sudden influx in funds. 

Sometime in the first quarter of 1999, the Private Bank decided 
to close the accounts. None of the persons interviewed provided a 
specific rationale. Before the accounts were actually closed, a Lon- 
don Court issued an order in a civil suit in March 1999, freezing 
all funds in Citibank’s London office related to General Abacha and 
his family. In October 1999, the Swiss Government issued an order 
freezing all Swiss bank accounts related to General Abacha, his 
family and certain associates. Citibank has told us, however, it has 
no Abacha-related accounts in Switzerland. The Swiss have also, at 
the request of the Nigerian Government, opened an investigation 
into money laundering. 

In conclusion, like the Salinas and Bongo case histories, the 
Abacha sons’ accounts raise issues of due diligence, secrecy and 
anti-money laundering controls. The private banker handling the 
accounts in New York was unaware for 3 years that his clients 
were the sons of the Nigerian dictator, never discussed press re- 
ports that one of the account holders was caught with $100 million 
in cash amid allegations of corruption, never asked questions about 
a 6-month influx of $47 million. His London counterparts helped 
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the sons move $39 million to other banks in September 1998, amid 
a Nigerian Government investigation. Altogether, the Private Bank 
allowed these accounts to operate for 10 years with few questions 
asked. 

These case histories are three of hundreds of public figure ac- 
counts at Citibank Private Bank. On paper, they were supposed to 
be subject to the highest level of scrutiny provided by the Private 
Bank. In practice, the public figure accounts reviewed by the Sub- 
committee staff were characterized more by customer deference 
than due diligence. 

Thank you very much. We are happy to answer questions. 

Senator Collins. I want to thank you both for your excellent and 
very detailed testimony. 

We are now in the middle of a series of votes, and I am going 
to suggest that we recess the hearing for 15 minutes. Whoever gets 
back first will reconvene the hearing, so you can be assured we will 
be quick. 

Senator Levin. Madam Chairman, could I just note the presence 
of Maxine Waters, Congresswoman from California, who has been 
a pioneer in the area of anti-money laundering. She has got a very 
important bill and initiative in the House of Representatives, and 
it is going to help us a great deal in our thought processes and 
analysis, and I want to just note her presence here. 

Senator Collins. We welcome the Congresswoman to the hear- 
ing, and again, I want to add my thanks to that of Senator Levin 
for her work in this important area. 

The Subcommittee will be recessed upon the call of the Chair. 

[Recess.] 

Senator Collins. The Subcommittee will come to order. 

Pursuant to Rule 14 of the Permanent Subcommittee on Inves- 
tigations Rules of Procedure, Citibank has requested, through its 
counsel, that a series of questions be directed to the two staff wit- 
nesses on its behalf 

After reviewing Citibank’s request and the questions, I have de- 
cided to submit the questions for the record, and to require the 
staff to respond within 24 hours. The questions and the answers 
will be made public at the start of tomorrow’s hearings. ^ 

I now would like to call upon Senator Levin to see if he has any 
questions for these witnesses. 

Senator Levin. Madam Chairman, I did have some questions, 
but given the hour, I would be happy to pass on questions, ask 
some also for the record, whatever is your wish on that. Given the 
time though, perhaps we should move to the next panel. 

Senator Collins. Thank you. 

I again want to thank our two staff witnesses for their excellent 
testimony. I appreciate your hard work. 

Our next panel of witnesses will please come forward: Amy El- 
liott, who is a private banker for Citicorp, and Albert Misan, the 
Mexico Country Head for Citibank’s Private Bank. 

Ms. Elliott has been with Citibank’s Private Bank in New York 
for 16 years and was a private banker for Raul Salinas and his 


^ See Exhibit No. 25 which appears in the Appendix on page 204. 
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wife. Ms. Elliott will testify about her involvement with Mr. Sali- 
nas’ Private Bank account. 

Mr. Misan began his career with Citibank in 1972, and in 1985 
he was posted to Mexico City, where he first became involved with 
private banking. Mr. Misan was the Country Head in Mexico for 
Citibank’s Private Bank, and was Ms. Elliott’s supervisor. 

Pursuant to Rule 6, all witnesses are required to be sworn in. I 
would ask that you stand and raise your right hand. 

Do you swear that the testimony you are about to give to the 
Subcommittee will be the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Ms. Elliott. I do. 

Mr. Misan. I do. 

Senator Collins. Thank you. We would ask that you limit your 
oral testimony to 10 minutes. Your written testimony will, how- 
ever, be printed in the record in its entirety, and Ms. Elliott, I 
would ask that you proceed. 

TESTIMONY OF AMY C. ELLIOTT, i VICE PRESIDENT, CITIBANK 
PRIVATE BANK, NEW YORK, NEW YORK 

Ms. Elliott. Good morning. Madam Chairman, Senator Levin, 
Members of the Permanent Subcommittee on Investigations. 

My name is Amy Elliott. I work at Citibank’s Private Bank, and 
have been an employee of the bank for the last 32 years. 

This hearing will explore how banks might be vulnerable to 
money laundering and what banks can do to avoid unknowingly ac- 
cepting money from drug dealers and other criminals. I view this 
as a very important topic. I share the Subcommittee’s concern 
about money laundering, and I appreciate my responsibilities in 
this matter as a citizen and my fiduciary responsibility. 

As a banker I have always tried to be alert to the risks of money 
laundering and to the possibility that a client might be trying to 
deposit tainted money. 

Before discussing Mr. Salinas’ account, I would like to provide a 
little personal background. I was not born in the United States. I 
was born in Cuba, and emigrated alone to this country in 1961, 
when I was 17 years old. My parents were not able to leave Cuba 
until a few years later. My grandparents were never able to leave 
Cuba, and their property and wealth were confiscated by the Cas- 
tro Government. When I came to America, I ended up in Nebraska, 
where I went to college. 

I joined Citibank in 1967 and worked in a variety of positions 
until 1983, when I joined the Private Bank. In 1992, when Raul 
Salinas became a client of Citibank and I became his relationship 
manager, I was the Mexico Team Leader in New York. 

When I first met Raul Salinas in early 1992, his brother, Carlos 
Salinas, was the President of Mexico. President Salinas was a hero, 
both in his own country and abroad. President Salinas was a Har- 
vard-educated reformer who had pledged to revive Mexico’s econ- 
omy, combat drug dealing, and stamp out corruption. He was a 
guest of President Bush at the White House, and both Presidents 
Bush and Clinton worked with him in passing NAFTA to increase 


^The prepared statement of Ms. Elliott appears in the Appendix on page 940. 
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trade between Mexico and the United States. In Mexico in the 
early 1990’s the Salinas’ were known as an old, distinguished fam- 
ily that had wealth going back generations. By 1992, I had been 
working with Mexican clients for about 8 years, and my clients 
spoke- glowingly about the Salinas family. 

Raul Salinas was referred to me by one of our most valued cli- 
ents, who personally brought him to the bank in New York. At the 
time, the referring client had maintained accounts at Citibank for 
at least 10 years, and I had been managing those accounts for al- 
most 4 years. Long before referring Raul Salinas to Citibank, the 
client had told me that he had been close friends with Raul Salinas 
since childhood, and that he had worked with him on business 
projects. 

My supervisor in New York and I met with them and discussed 
the possibility of Mr. Salinas opening an account. Mr. Salinas con- 
firmed to us at that time some of the background information the 
referring client had previously given me. Mr. Salinas requested 
that his accounts be structured in the same manner as the ac- 
counts of the client who referred him to the bank. Mr. Salinas es- 
tablished a personal investment company, or PIC, to hold his in- 
vestments, and the shares of that corporation were owned by a 
trust. This was a very standard account structure in the inter- 
national private banking industry, including Citibank. Such an ac- 
count structure provides for confidentiality and also allows for effi- 
cient tax and estate planning. Many wealthy Mexicans have a 
heightened sensitivity to confidentiality of financial information be- 
cause they are frequently the targets of kidnappings and other vio- 
lent crimes in their country. 

Mr. Salinas initially deposited $2 million, money in fact that was 
being returned to him by the referring client as a result of a joint 
venture that had not gone through. In mid- 1993, Mr. Salinas start- 
ed to deposit larger amounts of money at Citibank. By this time I 
believed that his wealth had grown from a number of sources. 
First, I believed he had sold his construction company. Second, I 
knew that Mr. Salinas was a member of one of Mexico’s wealthy 
families, and in Mexico children often receive their inheritance — or 
patrimonio — while their parents are still alive. Third, I knew that 
the Mexican stock market had done very well, and I believed that 
his investments and the patrimonio had grown considerably. 
Fourth, Mr. Salinas married Paulina Castanon in June 1993, and 
I learned that she had received a substantial divorce settlement 
from a prior marriage. 

For all these reasons, I felt completely comfortable accepting his 
additional deposits in mid- 1993 and thereafter. Mr. Salinas’ depos- 
its also made sense because Citibank’s investment managers had 
done a good job investing the money he had deposited with us up 
to that point. It is for this reason that he had decided to deposit 
a larger percentage of his total assets with Citibank. The activity 
in the account never appeared suspicious to me at any time; in fact, 
quite the -opposite. It seemed entirely consistent with what I knew 
about Raul Salinas and his family. 

The public’s perception of the Salinas name- today, however, is 
very different than it was when I first met Raul Salinas. In 1992, 
when I accepted Raul Salinas as a client of Citibank, there were 
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simply no questions about the integrity of Raul Salinas or the Sali- 
nas’ family name. Now, Carlos Salinas is in self-imposed exile. 
After he left office at the end of 1994, his successor devalued the 
peso, and that was the beginning of the end of his sterling reputa- 
tion. 

There is more context. The account relationship with Raul Sali- 
nas was one of seven or eight that I personally managed. Today the 
spotlight shines on this account, but at the time, however, Raul Sa- 
linas’ account was not the largest, not the most profitable, and not 
the most important account I managed. In fact, it was one of the 
smallest accounts and one of the least active. As large as the 
amounts seem to us in personal terms, they were not unusual in 
the context of the wealthy Mexican businesspeople who are clients 
of the Private Banks. 

Finally, Mr. Salinas’ decision to transfer money out of Mexico 
and from Mexican pesos and into U.S. dollars in 1993 — which was 
the year before the Mexican Presidential election — is exactly what 
many other wealthy Mexicans, including my clients, were doing at 
the time. This is, sadly, a tradition in Mexico because of the polit- 
ical and economic instability that occurs in that country around 
Presidential elections. The value of the peso and the Mexican stock 
market usually drop preceding Presidential elections. And there 
seems to be a fear that with political transition, one could suddenly 
find oneself under enormous political attack. So there were large 
amounts of money leaving Mexico in the 1993-1994 time frame, in- 
cluding the funds of Raul Salinas. That, in the context of Mexican 
politics, was not surprising, and it was certainly not illegal; rather, 
it was prudent and happened like clockwork every Presidential 
election year. 

Of course, this idea is quite foreign to many Americans, who 
since birth have enjoyed living in this very stable country of ours. 

It is easy to ignore the context I have described and instead to 
focus on isolated details in this matter and make them seen ques- 
tionable. The world in which I operated as a relationship manager 
in the early 1990’s was different from the private banking environ- 
ment today. Procedures, technologies and safeguards are very dif- 
ferent today at Citibank. Today, more than 7 years later, given all 
the changes that have taken place at the bank and in the regu- 
latory and legal environments, there is much more I would be re- 
quired to do to accept a new private banking client such as Raul 
Salinas. 

I am ready to answer your questions. I only ask you, with all due 
respect, to keep in mind the broader picture I have described as 
you frame your inquiry to me. 

Thank you. 

Senator Collins. Mr. Misan. 

ALBERT MISAN, 1 VICE PRESIDENT, CITIBANK PRIVATE BANK, 
NEW YORK, NEW YORK 

Mr. Misan. Senator Collins, Senator Levin, Members of the Sub- 
committee, and members of the Subcommittee staff, good morning. 


^The prepared statement of Mr. Misan appears in the Appendix on page 946. 
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My name is Albert Misan, and I have been a banker for almost 
all my professional life. 

I was born in 1949 in Alexandria, Egypt. Being of Jewish de- 
scent, my family was under tremendous pressures, and after the 
Suez War of 1956, my family left — felt compelled to leave Egypt. 
Half of my family emigrated to Australia, while the other half, in- 
cluding my immediate family went to Rio de Janeiro, Brazil. My fa- 
ther had a successful career in the shipping business in Egypt, but 
he was forced to give it up and surrender all of our assets when 
we left Egypt. 

When we arrived in Brazil we therefore had no money, and none 
of us spoke the language. Fortunately, my father was able to get 
a job working at a private British elementary school, where my sib- 
lings and I attended for free. I got a scholarship at an American 
High School in Brazil, and later I was able to get a partial scholar- 
ship to attend a university in the United States. In order to pay 
for college, during the summers I got my union card with the AFL- 
CIO and worked as a union laborer. 

I graduated from college in 1972 and returned to Rio, where I got 
a job in the Human Resources Department of Citibank. I success- 
fully completed the training program, and in 1974, I was promoted 
to work for the Consumer Bank, working on accounts of high net 
worth individuals. In 1977, I was transferred to the Corporate 
Bank, where I was first an account manager, and later a super- 
visor in Citibank’s Sao Paolo office. 

In 1983, I got my first opportunity to work in New York when 
I was asked to join the Citibank team that was working on the re- 
structuring of the Brazilian debt. I worked on this project through 
1985, when I was named the head of the Corporate Bank in Ecua- 
dor. In 1987, I was transferred to the Corporate Bank in Mexico. 

In early 1988, I was asked to join the Private Bank, and my first 
assignment was to establish what was referred as the “onshore” 
presence of the Private Bank in Mexico. At the outset I was vir- 
tually alone, but by the end of the first year I had hired a profes- 
sional staff which included four private bankers. In 1990, there 
were seven bankers reporting to me in Mexico City, and at about 
that time I was given responsibility for the private banking offices 
in San Diego, Los Angeles, and Houston. In 1992, I was named the 
Mexico country head, and in that capacity was placed in charge of 
the Private Bank’s Mexico business within the Western Hemi- 
sphere Division, including the business managed out of New York. 

I was not a private banker in the sense that I was not respon- 
sible for managing any particular relationship. Although I did meet 
with customers on occasion, my principal responsibilities were ad- 
ministrative. My immediate supervisor, during the early 1990’s, 
was Reynaldo Figueiredo, who was headquartered in New York. 
Mr. Figueiredo, in turn, reported directly to G. Edward Montero, 
who was until recently the Private Bank’s Division Executive in 
charge of the Western Hemisphere. My colleague, Amy Elliott, was 
the head of the Mexico team in New York and a senior private 
banker. I continued to be the country head for the Private Bank 
in Mexico until 1996, when I moved to New York to manage the 
Private Bank’s investment advisory business for the Western 
Hemisphere. My responsibilities have expanded over time, and now 
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include the Private Bank’s onshore local currency investment busi- 
ness throughout Latin America. 

As I indicated in the outset of my statement, I have been a bank- 
er for virtually all my professional life. Bankers are, by and large, 
conscientious by nature and conservative by training and inclina- 
tion. When I started in banking, one of the fundamentals of the 
business was knowing one’s customers. At that point, the reasons 
for doing so were principally credit driven. If you loaned money to 
an individual or a company, you wanted to be able to have a degree 
of confidence that the loan would be repaid. Everything you could 
learn about your client added to your ability to evaluate credit risk. 
If you know your customer, the risk of doing business with the cus- 
tomer declines materially. 

Over time, reasons why it was important to know one’s customer 
became more evident, for example, to adequately address suit- 
ability issues which relate to insuring that a customer’s risk profile 
matches the investment selected by the customer’s portfolio. An- 
other reason that emerged, was the growing awareness that a bank 
had to be vigilant against the possibility that its customers might 
be engaged in money laundering. The focus in this regard was at 
first principally on cash transactions, but the component of “know- 
your-customer” that focused on anti-money laundering procedures 
was clearly taking root. 

At the same time in the early 1990’s, management began empha- 
sizing the importance not only of a banker knowing his or her cus- 
tomer, but that there be adequate documentation of that knowl- 
edge. From a management perspective — and I was a manager — this 
“know-your-customer” effort introduced a new issue. How do you 
get relationship managers, who are first and foremost interested in 
marketing efforts, to spend valuable time filling out forms? Fur- 
thermore, for some, the documentation appeared superfluous since 
the information that was being recorded was already known to the 
private banker in question, and therefore, readily available when 
necessary. We had always expected our private bankers to be, in 
effect, walking sources of “know-your-customer” information, but 
we were now taking a further step and requiring that the informa- 
tion be memorialized. Unfortunately, it took longer to bring the 
know-your-customer documentation to the levels we wanted. The 
documentation of know-your-customer was a difficult task, as many 
of our clients had been with the bank for a long time, some for 40 
or 50 years. At times it was difficult for a new private banker to 
go back to these longstanding clients and ask them a series of de- 
tailed financial questions. We did so, but it took longer than we an- 
ticipated to get all our questions answered. 

Since the outset, our private bankers were conscientious of 
money laundering. Their awareness and sensitivity to these issues 
has grown over time as we strove to constantly raise the bar, and 
today it has become a routine part of their thought processes when 
dealing with clients. 

In closing, I would like to emphasize that in 1999, Citibank Pri- 
vate Banking has evolved from what it was in the early and mid- 
1990’s, and that the Private Bank’s current policies have tightened 
the procedures and systems to insure significant improvement on 
the overall operation of the Private Bank. 
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At this point I have completed my prepared remarks and would 
be pleased to take questions from the Subcommittee. Thank you. 

Senator Collins. Thank you for your statement. 

Ms. Elliott, in 1994 you testified at a trial in which money laun- 
dering charges had been brought against a Citibank private bank- 
er, and at the trial you described at length Citibank guidelines that 
had been in effect in 1986, 1987, 1988, which focused on the impor- 
tance of knowing your customer, knowing your client, and the very 
serious consequences that could ensue if a bank did business with 
a customer who turned out to be undesirable or to be involved in 
criminal activity. 

In your testimony you were also very clear about the need for 
two written bank references because oral references were not suffi- 
cient. Yet the year before your testimony, you did not follow that 
process in opening accounts for Mr. Salinas. 

Could you explain to us — and obviously, we are very aware of the 
bank’s own internal requirements and the problems that could re- 
sult if they were not followed — why you did not follow those stand- 
ard procedures in opening the account for Mr. Salinas? 

Ms. Elliott. Yes, Madam Chairman. I did follow the bank’s pol- 
icy at the time. The bank’s policy, at the time, required that we 
should get two references. They could either be from someone with- 
in the bank — another area of the bank — from another client or an- 
other personal source, and/or a financial reference, meaning from 
another bank. And it required two references. 

The policy as well, however, allowed for waiving one or both of 
the references by one of the team leaders, and I was a team leader 
at the time. So in fact, I did. Raul Salinas was brought to the bank 
by Carlos Hank, who in fact brought him in, so it was not just a 
personal reference, it was a personal reference that was given in 
person. He came in and gave it to us, to me and my boss’s boss 
at the time. 

Senator Collins. According to your deposition. Citibank required 
written bank references. Did you have two written bank references 
before you opened the account? 

Ms. Elliott. I do not have the testimony in front of me, but I 
believe we required, if it is a bank reference, that it be written, 
versus just oral. If it is a bank reference, it must be written. In my 
case, the overall reference was given by a client. He came in, and 
it was not just given to me. I was in the presence of my boss’s boss. 

Senator Collins. I want to make sure I understand your testi- 
mony. Are you testifying that in opening up the Salinas accounts 
you followed all of Citibank’s internal procedures for doing so? 

Ms. Elliott. I am. 

Senator Collins. Ms. Elliott, you have also indicated that you 
were not concerned about the millions of dollars passing through 
the Salinas account because you were under the impression that 
Mr. Salinas’ source of wealth derived from several different 
sources. You mentioned an incomplete business venture that was 
the source of his initial deposit; the sale of a construction company; 
his wife’s divorce settlement. Did you ever know the name of Mr. 
Salinas’ construction company or see any financial documentation 
of its sale? 
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Ms. Elliott. No. At the time I was not required to do that, and 
this was not — I was not dealing with the construction company as 
a client. This relationship was — had now matured to a point where 
the client could have brought in his construction company as a cli- 
ent as well, and it did not seem material at the time. 

Today I would be required to ask for annual reports. I would be 
required to go to the place. I would be required to visit it. 

But Mr. Salinas mentioned it. Mr. Hank had told me about it be- 
fore I ever met Mr. Salinas. He repeated it in the first meeting, 
and I felt comfortable that that was sufficient. 

Senator Collins. Were you aware of Mr. Salinas’ employment as 
a government official and what his reported salary was? 

Ms. Elliott. I was not at the time. 

Senator Collins. How could you know that the money going 
through the account was legitimate, when in the Mexican press re- 
ports it was reported that Mr. Salinas had never earned more than 
$190,000 per year? 

Ms. Elliott. I never read any of the Mexican press reports. Mr. 
Salinas was a member of a very prominent, wealthy family in Mex- 
ico. The Mexican elite is finite. There are five, six hundred families 
that are well known to be very wealthy, and the Salinas’ are one 
of them. And quite frankly, had I known that he had a job and that 
he was getting X dollars, it would not necessarily have been ter- 
ribly consequential to my entire knowledge of what I knew the Sa- 
linas family to be, and I believed that that was the source of 
wealth. 

Senator Collins. Ms. Elliott, the GAO, in looking into the Sali- 
nas case, found that you waived bank references for Mr. Salinas 
and did not prepare a financial profile on him or request a waiver 
for the profile as then was required by Citibank’s Know-Your-Cus- 
tomer policy. Is your testimony still that you followed all of 
Citibank’s policies in opening the Salinas’ accounts? 

Ms. Elliott. In the opening of the account, I did not. I should 
have and did not complete the CAMS profile. The CAMS system at 
the time was a system that was not a source of wealth system, but 
rather a system that talked about business background. While it is 
true that this is information that I had, it is also true that when 
he was arrested and I went to look at the CAMS screens, they were 
completely empty. I was mortified and dismayed, but it is abso- 
lutely true, they were completely empty. 

Senator Collins. I am confused by your testimony, because I 
asked you that same question just a moment ago, and you said you 
did comply with all of Citibank’s procedures and policies. Are you 
now conceding that you did not comply? 

Ms. Elliott. I apologize. I misunderstood. I thought that you 
had — were referring to the references, and I had complied with all 
the bank’s policies. The bank as well required, however, that we 
complete the business background information we had into a sys- 
tem that was then called CAMS, and I failed to do that or failed 
to get it done. 

Senator Collins. If Mr. Salinas had not been the brother of the 
President of Mexico, would you have been as willing to deviate 
from the standard policy? 
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Ms. Elliott. His being the brother of the President of Mexico 
had nothing to do with how I treated Mr. Salinas. Mr. Salinas was 
not — was actually one of my smallest accounts. And I should have 
caused the CAMS screens to be completed and did not. And it is, 
and continues to be, my responsibility to get that done. Regarding 
the references and how I acted with Mr. Salinas, it was totally 
within policy and it had nothing to do with his being President Sa- 
linas’ brother. 

Senator Collins. One of the services that you provided for Mr. 
Salinas was locating a private investment company for him — or 
creating a private investment company, and then locating it in a 
secrecy jurisdiction; is that correct? 

Ms. Elliott. It is — Mr. Salinas had requested a structure that 
I would say — I am not certain, but I would say that at least 70 per- 
cent of our Mexican clients and most of our Latin American clients 
use. It was a standard structure within the International Private 
Bank, and he wanted the exact structure that Carlos Hank had, 
and Carlos Hank had a trust that held the shares of a corporation 
that was managed by Confidas which is our fiduciary subsidiary in 
Switzerland, and that is what I gave Mr. Salinas. 

Senator Collins. Is there a tax benefit to using a PIC located 
in a secrecy jurisdiction versus a non-secrecy jurisdiction? 

Ms. Elliott. I am not well versed. There is a tax benefit to hav- 
ing your assets under a corporation because the corporation does 
not die, but I do not know 

Senator Collins. That is not my question. My question is: Is 
there some tax reason that the PIC would be located in a country 
that has very strict secrecy laws? 

Ms. Elliott. I cannot answer that question. I do not know. 

Senator Collins. Is the primary purpose of using a private in- 
vestment corporation to further insulate the beneficial or true 
owner from disclosure, even within the bank and to banking regu- 
lators, locating the PIC in a secrecy jurisdiction? Why is that done? 
Let us take as a premise that there is no tax advantage to doing 
so. So why would you set up the PIC in a country that is beyond 
the reach of bank regulators in the United States? 

Ms. Elliott. It is not set up so it is beyond the reach because 
I do not believe it is beyond the reach of banking regulators in the 
United States. It is a fact of life that some of these clients require 
confidentiality. It is a fact of life that these clients are subject to 
kidnapping and are subject to criminal acts, and it is a fact of life 
that this is what they have to deal with. And so, yes, they do want 
their information confidential. 

Senator Collins. Senator Levin. 

Senator Levin. If you could take the book of documents that ap- 
pears in front of you, Ms. Elliott, you will see on page 11, the docu- 
mentation policy. Do you see that? ^ 

Ms. Elliott. Yes. 

Senator Levin. That was issued on April 9, 1992, which was be- 
fore the Salinas account was opened; is that correct? 

Ms. Elliott. I have never seen this document. If that is what 
it says. 


^See Exhibit No. 4 which appears in the Appendix on page 114. 
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Senator Levin. You have never seen this document? 

Ms. Elliott. No. 

Senator Levin. The memo by Mr. Montero on page 13? 

Ms. Elliott. Yes. 

Senator Levin. It says “Over the years the Western Hemisphere 
has been successful in opening a growing number of very desirable 
target market accounts and extending a diverse product mix to the 
client base. However, the documentation requirements associated 
with the above have not always been complied with in a timely 
fashion. Given our commitment to strong compliance and our de- 
sire to enhance our control environment, as a rule, no new account 
should be opened without complete documentation.” 

That is not familiar to you? 

Ms. Elliott. No, this is. The memo, yes. I was referring to that 
page that you had. 

Senator Levin. All right. Then let us talk about the memo. The 
memo has the same date, does it not, on page 13, April 9, 1992? 

Ms. Elliott. Correct. 

Senator Levin. And it says there at the bottom of that page 13, 
that “I would like to reemphasize the importance of timely and 
complete documentation at the inception of a new relationship or 
account.” Do you see that? 

Ms. Elliott. Yes. 

Senator Levin. Do you see on the next page where it says: “New 
accounts should not be opened without complete documentation,” at 
the top of page 14? 

Ms. Elliott. Correct. 

Senator Levin. Now, if you look at the document at page 1,^ you 
will see that this is the application of Mr. Salinas, and it is almost 
totally blank. But if you will look at page 2, where it says “Source 
of funds,” there is a specific section there on source of funds. It 
says “Total amount of funds deposited to open these accounts,” and 
“Source of these funds,” and they are both blank; is that correct? 

Ms. Elliott. Source of funds, yes. 

Senator Levin. Both blank? 

Ms. Elliott. Yes. 

Senator Levin. You had just received the month before, had you 
not, this memo from Mr. Montero saying the documentation must 
be complete, and here you have got an application which is about 
90 percent blank including the section on source; is that not cor- 
rect? 

Ms. Elliott. Yes, Senator. If I may, there are two account appli- 
cations. One begins in page 1 and one begins in page 3. The one 
that begins in page 3 is the one that I was completing in Mexico 
with Raul Salinas. The one that begins in page 1 was being com- 
pleted simultaneously in New York by my assistant. “Source of 
funds” refers to where the initial deposit is coming from, and not 
source of wealth. That is what it means. 

And at this point I did not know where the funds were coming 
from. He was going to — this was his personal account in New York. 
He told me he was going to transfer $100,000 from a Mexican 
bank, but he did not know which one, so I did not know. 


^ See Exhibit No. 5 which appears in the Appendix on page 123. 
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Senator Levin. You had just received from Mr. Montero a state- 
ment that it is absolutely essential that documents be complete, 
and yet you want to look at the one that you are talking about on 
pages 3 and 4, you still have almost nothing on page 4, and if you 
want to look at the source of funds section and the one that you 
say you worked on on page 4, that is blank, including the first line 
which says, “Total amount of funds deposited to open these ac- 
counts,” and then it says, “Source of these funds.” Now, that was 
left blank; is that not correct? 

Ms. Elliott. That is correct. 

Senator Levin. And that was left blank within a month after you 
got these strong instructions from the head of the — Mr. Montero, 
what was his position? He was above you, in any event, right? 

Ms. Elliott. Absolutely. He was 

Senator Levin. And you had very clear instructions, which you 
were familiar with, saying, “The documentation requirements have 
not always been complied with in a timely fashion, and as a rule, 
no new account should be opened without complete documentation. 
I would like to reemphasize the importance of timely and complete 
documentation at the inception of a new relationship.” Despite all 
of that — and on the next page, which is I believe page 14, you will 
see at the top, “New accounts should not be opened without com- 
plete documentation.” He said that three times in one document. 
And yet, the form that you worked with is blank, almost entirely 
in its second page, including on the source of funds; is that accu- 
rate? 

Ms. Elliott. Yes, sir. 

Senator Levin. Now, is it not also accurate that there was an- 
other policy called Client Acceptance Policy, and this one, if you 
would turn to page 20. ^ There are some excerpts we are putting on 
a board here, but this is dated September 27, 1991, which is almost 
a year before this account was opened, or half a year. And this is 
also Mr. Montero, and if you look on page 21, it says, “As all of 
us know, the international private banking business has become in- 
creasingly complex over the past years. It is critical that we main- 
tain the high standards that we have in place in regard to ‘knowing 
our customer’ and use the utmost diligence to screen prospective 
new clients.” 

And then it says, “The attached statement is a detailed descrip- 
tion of divisional policies in respect to the opening of accounts. I 
expect that each and every one of us will be familiar with the con- 
tents and to conduct ourselves accordingly.” 

Were you familiar with that document, the Client Acceptance 
Policy? 

Ms. Elliott. Yes. 

Senator Levin. If you look on the next page — and this is all be- 
fore you opened the account. This is not something new that hap- 
pened in the late 1990’s. These are all policies of the bank, at least 
purported policies, that you were familiar with. If you look on page 
22,1 yQ^ ggg ^;j^g third paragraph, “We only accept clients 
with integrity and good reputation.” And then it says in 2(a) that, 
“a clear-eyed assessment” — and that is up on the board there for 


^See Exhibit No. 6 which appears in the Appendix on page 127. 
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you — “a clear-eyed assessment of the integrity of the client, his 
business activities and source of funds at the acceptance stage and 
thereafter.” 

Now, did you know the source of his funds? Did you ask him the 
source of his funds? Let us put it that way. 

Ms. Elliott. Source of funds is where the money is coming from, 
and I knew two things. I knew that for his personal account the 
funds were going to be approximately $100,000, and it was going 
to come from one of the Mexican banks. And he told me it was 
going to be either Bancomer or Banca Cremi. He did not know 
which one. 

Senator Levin. All right. Now, when he deposited the money 
later on 

Ms. Elliott. Excuse me? 

Senator Levin. When he deposited the millions later on, because 
it says here, “and thereafter,” did you know the source of those mil- 
lions that he deposited later on? 

Ms. Elliott. I knew they were coming from Mexican Banks. 

Senator Levin. But did you know the source of his funds, where 
he got the funds from? 

Ms. Elliott. I believed at the time. Senator, that we were talk- 
ing about monies that were a combination of things — that the 
Mexican peso was believed to be devalued, and in fact it was; the 
Mexican stock market was believed to suffer some sort of deficit, 
and in fact it did; that clients were all doing the same thing at the 
same time; that they had — the Salinas’ had investments in Telmex, 
a company that had doubled in price in about a year and a half; 
and he had just married Paulina Castanon. So it was not just one 
thing; in my mind were a number of different things, all of which 
made sense at the time. 

Senator Levin. Did you also believe that he had sold a construc- 
tion company? 

Ms. Elliott. I did. 

Senator Levin. And did you know the name of the construction 
company? 

Ms. Elliott. I do not. 

Senator Levin. Did you ask him? 

Ms. Elliott. I did not. 

Senator Levin. Did you ask him how much he received from the 
construction company? 

Ms. Elliott. I did not, sir. 

Senator Levin. Did you ask him about any projects that that al- 
leged construction company had ever undertaken? 

Ms. Elliott. Carlos Hank told me that they had worked on a 
road together; the construction company was involved in infrastruc- 
ture work. 

Senator Levin. And did you ever ask your client what projects 
his alleged, purported construction company had ever worked on? 
Did you ever ask him, Mr. Salinas? 

Ms. Elliott. Well, Carlos Hank told me in front of him on that 
original meeting, and it — this was — I first met him in January 
1992. He opened the accounts in May 1992. And when I met him 
in San Diego in April 1993 — March or April 1993 — he told me he 
had sold it, so I really did not have time. 
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Senator Levin. Did you ask him how much he sold it for? 

Ms. Elliott. I did not. 

Senator Levin. Now, if you look on page 16, you have indicated 
in your testimony why it was that you did not seek a written ref- 
erence from Mr. Hank.i And you indicated that that is only when 
it is another bank that makes the reference that it is in writing, 
but that Mr. Hank was telling you orally; is that correct? 

Ms. Elliott. In person. 

Senator Levin. In person. 

Ms. Elliott. In person in front of my boss’s boss. 

Senator Levin. Right. Now, if you look at paragraph 3 of this, 
and this is still part of this documentation policy which you ac- 
knowledged receiving before you opened this account, and here is 
what paragraph 3 says: “Generally, references should not be ac- 
cepted from another client, however, should the situation warrant, 
then a reference can be accepted provided the client had a relation- 
ship for over a year, we are satisfied with his business and poten- 
tial and we have another positive reference on file.” 

Did you have another positive reference on file? 

Ms. Elliott. I did not. I felt that the reference I had was strong 
enough. 

Senator Levin. But you did not have another reference on file? 

Ms. Elliott. I did not. 

Senator Levin. And when you answered the Chairman’s question 
about whether you complied with the policies of the bank, you said 
that you did relative to references, but in fact, you did not comply 
with that policy then, did you? 

Ms. Elliott. The policy, sir, allowed for a waiving of one ref- 
erence — in fact, of both — by a team leader, and I was a team lead- 
er. 

Senator Levin. All right. That will speak for itself, but you ac- 
knowledge you did not have another positive reference on file; that 
is correct? 

Ms. Elliott. That is correct. 

Senator Levin. Einally — and this is, it seems to me, the key line 
in this requirement — “The reference” — we are now talking about 
Mr. Hank’s reference — “must be in writing.” Do you see that in 
front of you? 

Ms. Elliott. Yes. 

Senator Levin. Was Hank’s reference in writing? 

Ms. Elliott. No, it was not. 

Senator Levin. So you did not comply with that policy either, did 
you? 

Ms. Elliott. Mr. Hank gave a personal reference. He came to 
the bank. 

Senator Levin. I understand, but this says that the “reference 
must be in writing and approved by the Market Manager/Unit 
Head before acceptance.” And my question is: You did not comply 
with that policy either, did you? 

Ms. Elliott. I believe I did. 

Senator Levin. Did you have a written reference? 


^See Exhibit No. 4 which appears in the Appendix on page 114. 
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Ms. Elliott. No, I did not have a written reference, but the pol- 
icy — in fact, I, as a team leader, could have waived them both. This 
is the first time that I had a reference that was given in person 
and in front of my boss’s boss. The reason to have a written ref- 
erence — 

Senator Levin. Is there any exception in here for a reference 
orally in front of someone’s boss? Does it not say, “The reference 
must be in writing and approved by the Market Manager/Unit 
Head?” Does it not say it must be in writing, is my question? 

Ms. Elliott. It does say that. 

Senator Levin. And it was not in writing; is that correct? 

Ms. Elliott. That is correct. 

Senator Levin. You did not comply then with that particular pol- 
icy, did you? 

Ms. Elliott. I believe I did. 

Senator Levin. Thank you. 

Senator Collins. Mr. Misan, it is my understanding that from 
1987 to 1996, that one of your responsibilities was to manage the 
Citibank Mexico office. Is that accurate? 

Mr. Misan. That is right. From 1988? 

Senator Collins. From 1988 to 1996. 

Mr. Misan. Yes, ma’am. 

Senator Collins. So this was during the period that the account 
for Mr. Salinas was opened. Did you approve the opening of that 
account? 

Mr. Misan. No, I did not, ma’am. 

Senator Collins. Although you supervised Ms. Elliott, you did 
not know about some of the major accounts that she managed in 
a country for which you were ultimately the responsible manager; 
is that correct? 

Mr. Misan. That is correct. Senator. There were a few accounts 
who were managed out of New York, who chose to only commu- 
nicate with New York, and for that reason, they were given that 
privacy. 

Senator Collins. Were you advised by any of your superiors that 
certain of the clients in Mexico did not wish for Mexico-based bank- 
ers to have knowledge of their accounts, and that Mr. Salinas fell 
in that category? 

Mr. Misan. I was advised that there were some accounts that I 
would not be asked to oversee, and that they would be taken care 
of by my supervisors in New York, and, yes, I believe Mr. Salinas 
was one of them. 

Senator Collins. Did that not make it difficult for you to carry 
out your responsibilities as the person ultimately responsible for 
the Mexican Citibank office? 

Mr. Misan. I believe that Mrs. Elliott was an experienced private 
banker. She also benefited from having the supervision in New 
York of my supervisor and his supervisor, so I believe that when- 
ever necessary, those accounts were adequately covered. 

Senator Collins. Were you required to authorize any trans- 
actions related to the Salinas account? 

Mr. Misan. At some point in the mid — or the second quarter of 
1993, I believe, I signed on a couple of transfers that he made from 
Mexico as a member of the credit committee, yes. 
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Senator Collins. When you did so were you aware that the ac- 
count was for Mr. Salinas or were you approving these transactions 
without knowing who the beneficial owner of the account was? 

Mr. Misan. I was informed that Mr. Salinas had an account 
around that time, and I believe I did know at the time the remit- 
tances were being made, yes. 

Senator Collins. Mr. Misan, after Mr. Salinas was arrested, did 
you comment to Ms. Elliott that she should, “Lose any documents 
connected with the account?” 

Mr. Misan. I said that in a kidding manner. It was at the early 
stages of this. I did not mean it seriously. 

Senator Collins. What direction did you give Ms. Elliott with re- 
gard to the account and the information related to it after Mr. Sali- 
nas was arrested? 

Mr. Misan. I told her that this account now should have the di- 
rect supervision of legal counsel, and that nothing should occur 
until legal counsel authorized it. 

Senator Collins. Senator Levin. 

Senator Levin. One of the responsibilities I believe that you had, 
Ms. Elliott, was to keep a client profile on a computer; is that cor- 
rect? 

Ms. Elliott. That is correct. 

Senator Levin. And in 1995, after Mr. Salinas was arrested, you 
then went back and made some changes in that client profile, did 
you not? 

Ms. Elliott. I, in fact, completed it after his arrest. 

Senator Levin. You made some changes in the profile? 

Ms. Elliott. Correct. 

Senator Levin. You added some things that were not there be- 
fore the arrest; is that correct? 

Ms. Elliott. That is true. 

Senator Levin. As a matter of fact, before he was arrested — if 
you will look on page 51 of your document book — is it not true that 
there was nothing in the client profile? ^ 

Ms. Elliott. That is true. 

Senator Levin. It was blank. 

Ms. Elliott. Yes, sir. 

Senator Levin. Was that in keeping with your bank’s rules? 

Ms. Elliott. Absolutely not. I thought it had been completed. I 
thought that we had gone back actually a year and a half before 
that, and it was not. I thought that we had completed every one 
of them. So when I went in and saw that it was blank, I do not 
know what to say. I still do not know why it is blank. 

Senator Levin. OK. Now, back in September 1992, you had re- 
ceived a e-mail, had you not, from Mr. Figueiredo? Am I pro- 
nouncing his name correctly? 

Ms. Elliott. More or less, Figueiredo. 

Senator Levin. From Mr. Figueiredo, who was Mr. Montero’s as- 
sistant; is that correct? 

Ms. Elliott. He was the head of the marketing for all of Latin 
America under Ed Montero, yes. 


^ See Exhibit No. 7 which appears in the Appendix on page 133. 
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Senator Levin. And is it not true that you were then told that 
this profile, which is called a CAM — is that right? 

Ms. Elliott. Yes. 

Senator Levin. It is the management policy that that profile or 
CAM he “used as the primary vehicle to store and document cli- 
ents’ non-financial data,” and “Private Bankers he accountable for 
reviewing, at least once a year, such information relevant to their 
clients and ensure that it is as complete and updated as possible.” 
Now, that was September 1992. Had you gone back in any year be- 
tween September 1992 and March 1, 1995 to look at that profile 
and to update it or to fill it in? 

Ms. Elliott. I believed I had. Senator. CAMS was an evolving 
system. It was first a system that basically was to record business 
background information, to have information that was non-finan- 
cial about our clients. It then became a system that we used as a 
suitability vehicle. It was not a source of wealth system. And in 
fact, it was not until much later. It should have been completed, 
however, and I thought I had gone at least twice, and it was not 
until March 1 that I realized it had not been completed. 

Senator Levin. So despite the instruction that yearly you go and 
look at that CAM, in fact, the CAM was left vacant or blank for 
3 years; is that correct? From approximately September 1992 to 
March 1995, so about 21/2 years, that was left blank, just the way 
you see it; is that correct? 

Ms. Elliott. That seems to be the case, yes. 

Senator Levin. Now, Mr. Figueiredo went on to state the fol- 
lowing: “I am also asking each Country Manager and/or Investment 
Center Manager to forward to my attention, no later than Sep- 
tember 30, 1992, a consolidated plan covering their entire area of 
responsibility and indicating the schedule of their reviews, i.e what 
Private Banker will be reviewed by whom and when. This exercise 
should take place once a year thereafter. I am taking this matter,” 
he said, “extremely seriously,” — these are his quotes, September 
1992 — “and I am asking you, in turn, to exercise your full manage- 
rial authority in getting this job done.” 

Now, Mr. Misan, you were the country manager, as I understand 
it? 

Mr. Misan. Yes, sir. 

Senator Levin. And, Ms. Elliott, you were the investment center 
head for New York. 

Mr. Misan, first, you were supposed to provide a consolidated 
plan covering your entire area of responsibility and indicating a 
schedule of reviews — which private banker will be reviewed by 
whom and when. Did you provide that plan? 

Mr. Misan. Sir, I do not recall the specific plan referred to, so 
I really could not comment on it. 

Senator Levin. You do not have any recollection of being told to 
file such a plan? 

Mr. Misan. No, I do not remember that. 

Senator Levin. Well, then could you take — well, that is OK. The 
deadline for all accounts to be completed was June 30, 1993 in that 
e-mail. My question is: Did you do such a review, Mr. Misan? 

Mr. Misan. Sir, I recall at the time there was a lot of frustration 
regarding the filling out of these CAMS forms. It was as I said in 
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my opening statement, it was a very frustrating process because 
there was — it was like trying to recreate history. There were many 
clients who had been with the bank for many, many years, and 
there was an attempt at putting financial information, personal in- 
formation of clients that now a new private banker may have been 
going to these long-established clients 

Senator Levin. I understand the complications. But despite that, 
your boss, in December 1993, Mr. Montero, who is head of the 
Western Division, sent another memo on the failure of bankers to 
update these client screens, with new timetables to have all client 
screens completed. ^ All clients with accounts over $1 million had 
to be completed by December 31, 1993. 

Here is what he said: “I have decided to simplify the policy and 
hold you, as the Manager, directly accountable for the adherence 
to policy by your staff. Year-end bonuses for each of you will be 
held for noncompletion of this assignment in the required time 
frame. You must attest to the satisfactory completion of the above 
[timetable] by December 31, [1993].” 

You were one of the people, Mr. Misan, that that memo was di- 
rected to. Did you lose any bonus? 

Mr. Misan. No, sir, I did not. 

Senator Levin. Did you carry out his direction with all of its 
complications? Did you do what he said you had to do, and did it 
include Mr. Salinas? 

Mr. Misan. Sir, I believe at the time I did what was expected of 
me to do. There were a number of private bankers who had filled 
out the forms, and to their best efforts believed that they had com- 
pleted the forms as needed to be. We were having a problem in es- 
tablishing a standard, and when we failed, unfortunately, it was 
because different private bankers had filled out the forms to what 
they believed was an appropriate standard. It was over time that 
the standard became clearer, and, therefore, we got, I think, the 
levels that we needed and I believe are there now. 

Senator Levin. Final question. Did you ever check to see whether 
Amy Elliott had carried out the screen on Salinas? 

Mr. Misan. Sir, the only recollection I have of that is after, I be- 
lieve, his arrest. I had been in New York, and at that time, I had 
seen the CAMS screen, yes. 

Senator Levin. Not before? Not during that 2V2-year period? 

Mr. Misan. I do not recall that, sir. 

Senator Levin. Thank you. 

Senator Collins. The hearing is now going to be recessed until 
2:15 p.m. 

I would ask Ms. Elliott and Mr. Misan to come back at that time. 
We do have a few additional questions for you. 

We are in recess until 2:15 p.m. 

[Whereupon, at 12:17 p.m., a luncheon recess was taken.] 
AFTERNOON SESSION [2:18 p.m.] 

Senator Collins. The Subcommittee will come to order. 

At this time, we will resume questioning from Senator Levin for 
our witnesses. 


^ See Exhibit No. 9 which appears in the Appendix on page 136. 



34 


Senator Levin. Thank you, Madam Chairman. 

Ms. Elliott, this morning, you noted that a strong factor in your 
assessment of clients was your knowledge of and familiarity with 
Mexican society, and from that, you knew all about the Salinas 
family and their reputation. 

You told investigators that you had never heard of any allega- 
tions of impropriety surrounding Mr. Salinas until 1995 when he 
was alleged to have been involved in the murder of his former 
brother-in-law. The California newspaper, the Sacramento Bee, in 
August 1993, said the following relative to rumors of corruption be- 
sieging Mexico’s president. 1 Part of the article reads as follows: 

“Rumors — all publicly unsubstantiated — are flying in gov- 
ernment circles and among the national press that mem- 
bers of the Salinas family, and possibly even Salinas him- 
self, are taking advantage of the president’s office to build 
massive personal fortunes. . . . According to some of the 
stories, Salinas’ siblings are involved in a wide variety of 
unsavory business deals, peddling their influence, using 
other people as . . . fronts and generally throwing their 
weight around in their commercial dealings. Then there 
are the whispers that Salinas himself has a secret share 
in the country’s telephone monopoly, which was sold off 
along with hundreds of government-owned businesses to 
private investors.” 

Given your knowledge of Mexican society as the basis for your 
approval of this account with Mr. Salinas and given the fact that 
your boss, Mr. Reed, told our staff that he personally heard from 
Mexican businessmen as early as 1993 about possible corruption 
involving Raul Salinas “inserting himself in local business deals in- 
appropriately,” how do you explain, since you base your approval 
of this account on your knowledge of the Mexican society and its 
wealthy people, that you would have heard nothing? Despite all of 
those rumors in 1993, and that even the CEO of your corporation 
heard those rumors in 1993, and yet you heard nothing — how do 
you explain that? 

Ms. Elliott. Senator, my knowledge of the Mexican society was 
one of the things on which I based my acceptance of the Raul Sali- 
nas account. I did travel to Mexico very frequently during the pe- 
riod, and I had never heard anything negative about Raul Salinas 
or the Salinas family. 

Senator Levin. Ms. Elliott, the bank has provided us transcripts 
of phone conversations that took place the day after Mr. Salinas 
was arrested on February 28, 1995, and three times in those con- 
versations, you made references to having talked to God. 

I want to make sure you have copies of these. ^ 

Ms. Elliott. I do. 

Senator Levin. You have copies? 

Ms. Elliott. Yes. 

Senator Levin. In the first conversation, talking now to Pedro 
Homen and to Sarah Bevan, two other Citibank employees from 


^ See Exhibit No. 10 which appears in the Appendix on page 138. 

2 See Exhibit No. 11a. and lib. which appear in the Appendix on pages 141 and 142. 
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Europe, you said the following: “You know what I mean?” i Now, 
this is the day after the arrest of Salinas. It is up on the board here 
for you. ‘You know what I mean? Um, but after the day is over, 
maybe I will feel different, I am sure I am going to be asked to 
speak to God, Okay?” Pedro Homen says, “I’m sure.” Then, in that 
same conversation, you say, “I expect that I will have to go up to 
God and when I do I will let you guys know.” 

Later on that day, less than an hour later, you had another con- 
versation in which you said the following: “Okay and we thank God 
that the guy close to God is comfortable as well.” Then Sarah 
Bevan said, “His right-hand man is comfortable,” and you said, 
“His right-hand man is comfortable? I love it.” 

Now, who was God in that conversation? Who are you referring 
to? 

Ms. Elliott. This conversation took place almost 5 years ago. I 
spoke to a ton of people that day, but if I can shed some light so 
that I can try to explain to you, sitting where I am sitting here 
today, I can say two things. When I feel like I have to speak to ev- 
eryone in the world, today I would say I am going to have to speak 
to God. I had never had — at the time I had been in the bank 27 
years — it was the first time I had to deal with a client having been 
arrested, for murder no less. And I knew that having to go and 
walk around the floor, I was going to be asked by just about every- 
one if it was true. 

So, to me, sitting here today, I can only believe that that is what 
I meant then as well. 

Senator Levin. Well, if God is the general public, as you say, the 
conversation does not make any sense. [Laughter.] Part of that con- 
versation — and this is Sarah Bevan speaking — “Amy is OK. She 
has been in since 6:30. Obviously, she is speaking to everybody, 
God included, and she is speaking to the lawyer as well.” You are 
saying you are not referring to a specific person? 

Ms. Elliott. I am saying I am not. I cannot speak to what Sarah 
Bevan or Pedro Homen — I don’t know what they meant. I am say- 
ing that I am not. 

Senator Levin. On another matter, the day after Mr. Salinas was 
arrested, you said the following: “Everybody was on board on 
this.” 2 Later in the same conversation, you said, “I mean, this goes 
in the very, very top of the corporation this was known. Okay? On 
the very top.” Then you said, “We are little pawns in this whole 
thing. Okay?” Who were you referring to when you said “this goes 
in the very top of the corporation this was known”? Who are you 
referring to at the very top of the corporation? 

Ms. Elliott. Bill Rhodes. 

Senator Levin. When you said “We are little pawns in this whole 
thing . . . ,” what did you mean by that? 

Ms. Elliott. I am sitting four or five down from the chairman, 
and Bill Rhodes was and is the vice chairman of the bank. To me, 
that’s pretty top. 

Senator Levin. Thank you. 


^See Exhibit No. 11a. which appears in the Appendix on page 141. 
2 See Exhibit No. 11b. which appears in the Appendix on page 142. 
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Senator Collins. Thank you for your testimony. You are ex- 
cused, and we will now ask for the next panel of witnesses to come 
forward. 

Our next witnesses are Alain Oher, who is the head of the Afri- 
can Unit for Citibank’s Private Bank Office in New York, and G. 
Edward Montero, who serves as the Western Hemisphere Division 
Head for the Private Bank. 

First, we will hear from Mr. Oher who has heen with Citibank’s 
Private Bank for 8 years. He has served as the private banker for 
President Bongo of Gabon and for Mohamed and Ibrahim Abacha, 
the sons of General Abacha, the former head of the State of Nige- 
ria. Mr. Oher will testify about his handling of those accounts. 

Mr. Montero has been an employee of Citibank for 34 years and 
has been with the Private Bank for 17 years. Pursuant to Rule 6, 
all witnesses who testify before the Subcommittee are required to 
be sworn. 

Would you please raise your right hand. Do you swear that the 
testimony you are about to give to the Subcommittee will be the 
truth, the whole truth, and nothing but the truth, so help you, 
God? 

Mr. Ober. Yes, I do. 

Mr. Montero. I do. 

Senator Collins. I would ask that you limit your oral testimony 
to 10 minutes. Your written testimony will be printed in the record 
in its entirety. 

Mr. Ober, you may proceed first. 

TESTIMONY OF ALAIN OBER,i VICE PRESIDENT, CITIBANK 
PRIVATE BANK, NEW YORK, NEW YORK 

Mr. Ober. Thank you. Senator. 

I am Alain Ober. I have prepared a statement that I understand 
the Subcommittee has accepted as part of the record of this hear- 
ing, which I would like to briefly summarize. 

I am originally from France, but I have lived in the United 
States since 1972, and I enjoy joint citizenship in France and in the 
United States. 

I have worked for Citibank Private Bank as a relationship man- 
ager for African clients since 1991. I have been the Private Bank 
relationship manager for President Omar Bongo of Gabon since 
1994, 9 years after he opened his principal New York accounts. 

I also handled the New York Private Bank accounts of Ibrahim 
and Mohamed Sani Abacha, although I was not the relationship 
manager for those clients. 

Although procedures for obtaining information about a cus- 
tomer’s background and source of wealth have been in place since 
I have been with the Private Bank and I have always conducted 
myself in accordance with the prevailing standards, in the past few 
years, the bank has significantly strengthened procedures. Today, 
in addition to my supervisors who have always reviewed my cus- 
tomer profiles, my customer profiles are also independently re- 
viewed by quality assurance personnel who are not part of the 
business unit. This has resulted in a significant increase in the 


^The prepared statement of Mr. Ober appears in the Appendix on page 950. 
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amount and quality of documentation I must provide in connection 
with each of my clients. 

In addition, the Private Bank has instituted a global system of 
transaction monitoring. As part of this procedure, client trans- 
actions are independently analyzed by an automated system which 
compares current transactions against historic trends and then 
flags any unusual activity for review by an independent transaction 
monitoring unit. 

As the S^ubcommittee is aware, I have personally handled certain 
accounts of public figures. Such accounts sometimes have been 
hard to manage because of the difficulty in getting information 
about account transactions directly from the clients. 

In June 1998, the Private Bank significantly revised its public 
figure policy, setting forth the bank’s standards for accepting and 
maintaining accounts of politically prominent individuals and their 
families. Pursuant to the public figure policy, we do not target pub- 
lic figures as clients, and a new public fi^re client may be accept- 
ed only with approval of the Public Figure Review Committee 
which consists of the head of the Private Bank and other senior of- 
ficials who do not have client-relations responsibilities. 

Existing public figure accounts are reviewed annually by this 
committee. As a result of this process, the Private Bank has re- 
fused or terminated accounts for certain public figures. 

I am pleased to answer any of your questions. 

Senator Collins. Mr. Montero. 

TESTIMONY OF G. EDWARD MONTERO, i SENIOR EXECUTIVE, 
CITIBANK PRIVATE BANK, NEW YORK, NEW YORK 

Mr. Montero. Thank you. 

Good afternoon. Senator Collins, Senator Levin, and Members of 
the Permanent Subcommittee on Investigations. My name is Ed 
Montero, and I have spent my entire 34-year banking career at 
Citibank. I must say that I have always been extremely proud to 
be part of an organization with such strong leadership, integrity, 
and values. 

I would not and could not have devoted such an important part 
of my life to Citibank if I had not believed this was so. 

I began my career as a banker in the corporate bank and for the 
last 17 years have headed the Western Hemisphere Division of the 
Private Bank. This division focussed primarily on clients from 
Latin America and Canada, but at different times had varying re- 
sponsibilities concerning other regions of the world. 

Most recently, I became the Senior Executive for Client Relation- 
ships in July of this year. Since 1996, one of my top priorities has 
been to make anti-money-laundering policies and procedures in the 
Western Hemisphere Division as strong as we could possibly make 
them. I have also worked very hard to assist Mr. Aziz who, until 
last month, was the head of the Private Bank in implementing a 
state-of-the-art anti-money-laundering program for the entire pri- 
vate banking group, but before I comment on this new program 
and how it came into being, I think it is very important for me to 
emphasize my belief that it has always been Citibank’s policy to 


^The prepared statement of Mr. Montero appears in the Appendix on page 953. 
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avoid customers who might seek to use the bank for illicit or illegal 
purposes. We want to do business with good people, and we want 
to avoid bad people. 

Now let me focus on the international side of private banking, 
which I believe is your greatest area of interest today, and attempt 
to explain some of the reasons why we have considered it appro- 
priate in the past to provide confidential services to our clients. 

Many of the clients in Latin America are individuals who fled the 
wars in Europe and feel a heightened need to avoid unnecessary 
dissemination of information concerning their wealth. In addition, 
many countries in Latin America have been plagued in recent 
years by acts of violence against wealthy and prominent citizens. 

I have met a great number of our clients in their homes, and 
many have a stoiy to tell about a loved one, about a friend, a 
neighbor, or a business associate who has been the victim of a kid- 
napping or extortion plot. 

I had a wonderful client who was kidnapped and killed just last 
year. Another story of a client who had recently visited me, he was 
kept in a box with a broken leg for over 6 weeks and may never 
walk again unaided. I could give you more examples, but the com- 
mon thread is that a number of our clients have been driven by a 
fear to a heightened desire for privacy, and these feelings have 
been carried over into their banking relationships, which they wish 
to be characterized by as much discretion and confidentiality as the 
law permits. These are good law-abiding customers with very seri- 
ous, legitimate privacy concerns. 

Against that background, I want to emphasize that I am proud 
of what we have done in the Western Hemisphere Division of the 
private banking group. From the very beginning, we have been 
quite vigorous in rejecting prospects that were questionable in any 
way and in closing accounts when we learned that they were prob- 
lematic, no matter how profitable. 

In the Western Hemisphere Division, over the last 17 years we 
have had over 50,000 accounts and only very few of which have 
presented any problems. To achieve this, we have relied upon the 
judgment and discretion of our individual bankers. However, what 
we have learned over the past decade is that this is just plain not 
good enough. 

In order for our anti-money-laundering program to be as effective 
as it needs to be to protect the bank, we need thorough documenta- 
tion. We need strict account monitoring capabilities, and we need 
careful independent reviews. 

The lesson was a hard one for me. The crystallizing event oc- 
curred in 1996 when, for the first time, my unit failed an internal 
Citibank audit. I was shocked and devastated by the audit results 
at the time, but I realize now that it was ultimately positive. 

I took the audit result very seriously and regarded it as a call 
to arms. It led me and the management team in the Western 
Hemisphere Division to focus on our anti-money-laundering pro- 
gram with a new intensity. As a result, I led a very vigorous correc- 
tive action plan to address the deficiencies identified by the audit, 
and we have now regained our historically favorable ratings. 

We created a full-time task force comprised of eight to ten senior 
staff members to review and revise our procedures. We went over 
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each and every existing customer profile, a total of 19,000 profiles 
in the Western Hemisphere Division. We investigated and corrobo- 
rated missing information, and we assessed the desirability of each 
customer relationship. By the way, all of these revised profiles were 
reviewed by an independent Citibank quality assurance team. 

Moreover, the Private Bank as a whole has made enormous 
progress in recent years as regulatory standards and our own audit 
standards have increased. I know that Mr. Reed has delivered to 
your Subcommittee a statement by Mr. Aziz that details our insti- 
tution’s progress in this area. As you will see, we now have, among 
other things, a much more rigorous prescreening process for pro- 
spective clients, a more rigorous documentation and verification re- 
quirement for Know-Your-Customer information, as well as an 
independent review of all such information. 

We also have an automated funds-tracking system to monitor all 
existing accounts and a requirement that multiple bankers interact 
with all accounts. 

We also give special scrutiny to accounts of public figures and 
their families, and last, we have also clarified the supervisory 
structure under our new system of global market management so 
that there are now clearer lines of authority and supervision within 
the Private Bank. 

In conclusion, I am proud of the work my colleagues in the West- 
ern Hemisphere Division and indeed the entire Private Bank have 
done over the last several years to address these important issues. 

I thank you for the opportunity to address your Subcommittee. 
I am now prepared to take questions. Thank you. 

Senator Collins. Thank you, Mr. Montero. 

Mr. Montero, you mentioned in your statement your concerns 
over a negative audit that the bank received in 1996, and you de- 
scribed the corrective actions you took in response to that. Did you 
discuss the results of this audit with any of your superiors at 
Citibank? 

Mr. Montero. Most certainly, we did. 

Senator Collins. With whom did you discuss the audit? 

Mr. Montero. We prepared the audit, correction action plan, in 
the spring of 1996, shortly — immediately after the audit was re- 
ceived, and we presented it to my then-boss, Albert de Souza in the 
middle of June of that year as a plan. We got his blessing, as well 
as that of our audit organization, independent audit organization, 
and once we had the clear signals, we proceeded to execute the 
plan in the late summer and fall of 1996. 

Senator Collins. Were there any other officials at Citibank who 
outranked you with whom you discussed the audit report? 

Mr. Montero. The officials, again, were Mr. de Souza who was 
the EDP in charge of the group, my direct boss — we discussed it 
with the most senior members of the audit team of the bank, as 
well as our own internal audit team, and I believe knowledge of the 
corrective action plan was shared with the top management of the 
institution, certainly the top audit side of the institution. 

Senator Collins. Were there other audits prior to the 1996 audit 
which were critical or raised concerns about the risk of exposure 
to money-laundering that applied to your group? 
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Mr. Montero. There were other audits that raised those topics, 
hut I think this was the most critical. 

Senator Collins. The reason I ask the question is that it is my 
understanding there was something like six internal audits of var- 
ious parts of the Private Bank at Citicorp that were very critical 
of the operations and the lack of adherence with policies and proce- 
dures. What was different about this 1996 report that caused you 
to take the corrective action? Were the others less serious in your 
mind, or did they pertain to activities that were not under your di- 
rect control? 

Mr. Montero. I can’t comment on all the — I mean. I’m not sure 
which ones you’re referring to, but there were audited — my organi- 
zation that dealt with specific subunits, and they were not as crit- 
ical in my opinion as the one that we are talking about here. 

Senator Collins. I guess my concern is that there seems to have 
been a pattern of negative internal audits that failed to trigger 
much reaction, and that is what is of great concern to me. I think 
that a lot of the problems that Citibank experienced would have 
been avoided had the bank’s officials taken action earlier. 

Mr. Montero. I may comment that this was a very comprehen- 
sive audit that covers all of the front-end sales organization of the 
Western Hemisphere. So that is part of the reason we took it so 
seriously, but beyond that, I think in the earlier part of the 1990’s, 
the bankers and management all felt a commitment to get the job 
done, but at the same time the business paradigm of the period 
was for greater efficiency. All of industry was reengineering, reduc- 
ing staff, and I think we misjudged. We misjudged the enormity of 
the task and the amount of resources that were needed to get the 
job done. 

Senator Collins. Would it be fair to say, to use your phrase, that 
the business paradigm of the period was to grow no matter what 
to open these accounts, to make them profitable, to pump up the 
financial results, even if it meant shortchanging some of the proce- 
dures and some of the safeguards that have been put in place? 

Mr. Montero. No. Senator, I would not characterize it that we 
were shortchanging the desire to have good clients for the desir- 
ability of having profits. 

I mentioned in my prepared testimony that we have had in our 
division a history of rejecting clients that were supposedly good and 
turned out to be bad or rejecting prospects. 

The problem was the enormity of tasks. There were several 
things that were going on here. One of them was the basic chore 
of the profiles, as has been previously discussed in prior testimony 
by my colleagues. That was one. 

Two, you had a new complexity in the business. The business 
was moving from a banking-oriented business to a securities-based 
business that had a lot more suitability requirements, a lot more 
product complexities. So the job of the banker was becoming ever- 
more complex, at the same time that we were saying, “Well, we 
need to be more efficient and really watch carefully the addition of 
staff,” and that’s where I really, sincerely, believe we should have 
taken earlier action in staffing up. And once we did, once we put 
the team together and said, “You guys, full time, we’re taking you 
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out of client services and we’re putting you in charge of getting this 
job done” — and then it got done, and we are there today. 

The environment that we have today, I am convinced and I can 
represent to you that some of the issues that have been raised here 
would not happen today because we have an entirely different sys- 
tem and an entirely different support structure. 

Senator Collins. Mr. Ober, did you ask President Bongo what 
the source of the $52 million that he used to open his private ac- 
count was? This was back in 1985. 

Mr. Ober. Senator, no, I did not, and the 

Senator Collins. Could you tell us why you did not? Don’t your 
procedures require you to identify the source of funds? 

Mr. Ober. At the time when I took over the account in 1994, I 
pretty much took the account on a clean-slate basis. The account 
had been open 9 years before my arrival at the Private Bank. 

Senator Collins. I am sorry. I could not understand what you 
said. That you took the account on a 

Mr. Ober. Clean-slate basis. There was not really information 
available, and the bank may be criticized for lack of policies and 
procedures at the time, but at the time I was not under the obliga- 
tion to gather information of that type. 

However, starting in 1994, one of my goals was to gather infor- 
mation about the sources of wealth of our client. Of course, as Mr. 
Montero explained, today the situation will be different because 
this will be an obligation of the KYC policies, and an account can 
only be opened if we have a clear understanding of the source of 
the initial funding of the account. And by that, I mean what it rep- 
resented. 

Senator Collins. Did you ever ask President Bongo directly 
about the sources of the millions of dollars that he was depositing 
in your accounts? 

Mr. Ober. No, I did not. 

Senator Collins. Why didn’t you pursue this? 

Mr. Ober. Well, Senator, let me say that it was — it felt very 
awkward to ask information, that kind of information to a head of 
state, while at the same time I was able to gather the information 
that I wished to obtain from reliable sources and I was able to de- 
velop information about sources of wealth of our client. 

Senator Collins. Were you concerned that if you asked what you 
viewed as intrusive questions about the source of President Bongo’s 
wealth that you might lose the marketplace in Gabon? 

Mr. Ober. Senator, I don’t think so. In today’s environment, I 
would like to point out I would not have any choice today. In 1994, 
maybe it was a question of choice. Today, there is no choice. I have 
to ask the questions, and if the bank is not satisfied by the answers 
that are given to me, then we will not accept the client. 

Senator Collins. Were you concerned about the millions of dol- 
lars and that they might be from inappropriate sources? Were you 
concerned at all about the millions of dollars that were being de- 
posited in the account? Since you have said that you didn’t ask di- 
rectly where is the money coming from because you felt somehow 
it would be seen as inappropriate or a breach of protocol, were you 
at all concerned that you might be handling money that did not be- 
long to President Bongo? 
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Mr. Ober. If you allow me to put back your question in the con- 
text of the chronology. In 1994, when I took over the account, the 
initial funding had taken place 9 years prior to that, and in that 
period of time and during most of my role as a private banker for 
President Bongo, there were very few times where there were 
funds coming into the account. When I took over the account in 
1994, for several years there were no major incoming funds into 
the account. 

Senator Collins. I want next to ask you about testimony from 
the Subcommittee’s staff investigators. The staff investigators testi- 
fied that for 3 years, you did not know that your clients, Ibrahim 
and Mohamed Abacha, were the sons of the Nigerian dictator. Is 
that accurate? 

Mr. Ober. Yes, it is, and will you allow me? I see the light is or- 
ange. It will take a few minutes 

Senator Collins. Please go ahead. 

Mr. Ober [continuing]. Because of the chronology of events. 

Senator Collins. Let me tell you what I would like you to cover 
in that chronology. What I need to understand is how you could 
handle that account as someone who specialized in African ac- 
counts, as someone who has Know-Your-Customer regulations to 
follow. How could you not have understood who these two individ- 
uals were? Please proceed, despite the red light. 

Mr. Ober. I believe back in February 1992, my colleague from 
London, Mr. Matthews, who was the relationship manager for the 
Abacha brothers, told me that they would come — Ibrahim Sani 
Abacha would come to New York to pick up some cash from our 
tellers and — which is one of the things that happens between pri- 
vate bank branches. 

I took advantage of Ibrahim Sani Abacha’s visit to chat with him, 
and I found out that he was — he told me he was a businessman, 
that he was in the process of establishing an airline company that 
would run flights between Lagos and New York and decided that 
there was a need for an account at the Private Bank. 

At that time, there was no reference to the name Abacha. 
Ibrahim Sani — the name that was referred to was Sani. Then I 
asked the following — my colleague, Mr. Matthews, for a reference, 
and the reference was the only time that I saw the name Abacha. 
It referred to Mohamed and Ibrahim, if I remember, as the sons 
of Zachary Abacha, a businessman from the northern part of Nige- 
ria. At that time, the name Abacha didn’t ring any bell because 
General Abacha at the time was a general in the army, but was 
not president of Nigeria. So what I saw in these documents was 
that the document was a very good reference. What mattered to me 
was that they had been clients of the bank for 3 years. My col- 
league, Mr. Matthews, said they are good clients of the bank, they 
are professional individuals. The account had been run properly. 

So I put the reference into the file and forgot about that I saw 
the name Abacha. That was not an important item. Then the next 
time I heard about the name Abacha was a few weeks before the 
death of Ibrahim Sani who died in an air crash. I had thought of 
referring Ibrahim Sani and his airline company to my colleagues 
at Citibank in Lagos as corporate prospects for the bank, and later 
on, a few weeks later, my colleagues from Lagos called me and told 
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me, “Do you know that Ibrahim Sani and Mohamed are the sons 
of President Abacha?” 

I have to confess I was embarrassed. I was appalled, and that 
was the second time I heard the name Abacha. And then we devel- 
oped a strategy to close the account. 

Senator Collins. Senator Levin. 

Senator Levin. Thank you. Madam Chair. 

I would like to ask you about some of the client profiles that we 
have been talking about. First, on page 51 of the document book 
that is in front of you is the profile 1995 of Raul Salinas.^ It is a 
blank. 

Now, Mr. Montero, you had sent out very precise instructions 3 
years earlier saying you wanted these profiles brought up to date. 
You wanted them complete. You wanted documentation. You want- 
ed the bank’s integrity to be protected, and yet, year after year, at 
least 2 V 2 years, after the account was opened, Mr. Salinas’ account 
was opened, that is what the profile looked like. Is that adequate? 

Mr. Montero. No, that is not adequate. Senator. 

Senator Levin. Now, the next profile I want you look at is Presi- 
dent Bongo’s profile, which is page 77 in your book.^ This is Presi- 
dent Bongo’s profile. “Nature of business: head of state for over 25 
years.” Then it says, “Source of wealth: Self-Made as a result of po- 
sition. Country is oil producer.” Would that comply with your cur- 
rent standards of knowing your customer and customer profiles? 

Mr. Montero. No. Under our current standards. Senator, we 
would require substantially more information and corroboration of 
that information and approval of that form by an independent area 
which we call our quality assurance unit. So the banker would 
have to fill in. The banker would have to corroborate, and the inde- 
pendent unit would have to approve. So it would be entirely dif- 
ferent today. 

Senator Levin. Now, you had issued some pretty strong policy 
statements back in 1991 and 1992, and let’s first take up your doc- 
umentation policy in 1992. This is pages 11, 12, 13, and 14 in your 
document book.^ This is directly from you. Page 12, you say “Pro- 
file, Source of Wealth.” Page 13, “documentation requirements . . . 
have not always been complied with in a timely fashion. . . . [A]s 
a rule, no new accounts should be opened without complete docu- 
mentation.” Then you say at the end of page 13 here, “I would like 
to reemphasize the importance of timely and complete documenta- 
tion at the inception of a new relationship or account.” On the next 
page, 14, “New accounts should not be opened without complete 
documentation.” You said that about four times in that policy of 
April 9, 1992. 

Then, in the client acceptance document that you issued on Sep- 
tember 27, 1991 — that is page 21 in the documents, “It is critical 
that we maintain the high standards that we have in place in re- 
gard to ‘knowing our customer’ and use the utmost diligence to 
screen prospective new clients. ... I expect each and every one of 


^ See Exhibit No. 7 which appears in the Appendix on page 133. 

2 See Exhibit No. 12 which appears in the Appendix on page 143. 
^See Exhibit No. 4 which appears in the Appendix on page 114. 
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us to be familiar with the contents and to conduct ourselves accord- 
ingly.” ^ This is 1991 now, September. 

Then, on the next page, “We only accept clients with integrity 
and good reputation.” Then, down in Section 2(a), you say that “a 
clear-eyed assessment of the integrity of the client, his business ac- 
tivities and source of funds at the acceptance stage and thereafter.” 

Would you say that that policy was not fully implemented in 
cases that we have been discussing this morning, both Salinas and 
Bongo, so far, and Abacha? 

Mr. Montero. I think that the bankers involved did not record 
adequately what they learned, and I regret that. 

Senator Levin. Was this a lack of resources? 

Mr. Montero. I believe it was — let me just back up and say that 
the bankers in question are experienced. They have a high sense 
of integrity, but they had an enormous job. As I tried to suggest 
before, although private banking has been going on for years and 
years, the way we have been practicing at the international phase 
of it, it is a relatively new business, and we had not sized up 
enough the amount of resources that we needed to get the job done. 

We have done that now, and I believe we are there in terms of 
what we need to protect the clients, the bank today on anti-money- 
laundering issues. 

Senator Levin. Is it fair to say that the policy really is not new 
because you issued that client acceptance policy in September 1991 
and it was pretty strong, pretty precise, pretty repeated — we want 
documentation, we want it in the file, we want to know the source 
of the revenue, of the source of the deposits, we want to know what 
the business is? I mean, over and over again, you told your folks 
in 1991 and in 1992 what the documentation policy was, and yet, 
I think you would agree they fell short in many, many cases. Is it 
not true, then, that the problem in those years after you issued the 
policy was not that the policy was weak as that it was not imple- 
mented well by your people in the field in many instances? Is that 
a fair statement? 

Mr. Montero. Senator, I would say that we as a total business 
system in the company had not figured out what we needed to get 
the job done. The policies were largely there. We have tweaked 
them. What we have done is we have given the bankers today some 
aids, some prompts, and some real support, and the combination of 
the tweaking of the policy and the added support and the rededica- 
tion of actually very significant dollars, software — we have spent — 
Mr. Aziz, I think, will testify — as much as $50 million in imple- 
menting some of these changes. It was that kind of an investment 
that was needed to get the job done, and frankly, we hadn’t done 
it back then. 

Senator Levin. And because you had not done it, the policies 
were not implemented in any full way in all cases. Is that a fair 
statement? 

Mr. Montero. They were not implemented in all cases. That’s 
correct. 

Senator Levin. What was the year you would say that that 
change came about when the resources were finally put in there 
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which could mean that the policies meant more than just paper 
policies, but real policy? What year did that happen? 

Mr. Montero. I can only speak for — well, I speak best for the 
Western Hemisphere, and we really began to tackle that in 1996. 

Senator Levin. All right. Now, in 1997, if you look at page 91, 
we have got an account document, and this involves deficiencies in 
Know Your Client and this relates to the Abacha sons.^ 

Know Your Client Deficiencies. Beneficial owner details is 
checked. It is deficient. Source of wealth, deficient. Business back- 
grounds, deficient. Business affiliations, deficient. Source of knowl- 
edge, deficient. Public figure, investment centre head approval, not 
present. That may mean not applicable. I am not sure. Use of ac- 
count, deficient. I mean, every single deficiency is marked. That 
looks like a zero batting average on that chart. 

Mr. Montero. I have to say. Senator, I am not familiar at all 
with the Abacha accounts. I had no involvement. 

Senator Levin. All right. Let me ask Mr. Ober, then, about that. 

Could you take a look at that? 

Mr. Ober. Yes, Senator. I did 

Senator Levin. It is page 91. If this policy was finally — had some 
funding behind it starting in 1996 — this is a June 1997 document. 
It looked like on the Abacha sons’ accounts, there was 100-percent 
deficiencies. 

Mr. Ober. Senator, I have never seen this document before. I be- 
lieve this is a document that belongs to our branch in London, but 
not to the account that I managed in New York because in 

Senator Levin. Does it surprise you to see these deficiencies 
checked off this way? 

Mr. Ober. Well, we — there is a similar — I mean, the document 
looks different, but has the same substance that exists in New 
York. 

Senator Levin. Would you agree that these deficiencies existed 
on the Abacha accounts in 1996 — 1997? Excuse me. 

Mr. Ober. They did not when I handled the account in New 
York, except for mentioning the true identity, which I corrected in 
the profile when I found out. 

Mr. Montero. I would say, Mr. Senator, if I could just comment 
on one area, even though we began to check dollars and really fine- 
tuning of the policy in 1996, you must understand making all of 
this happen involves — it’s an enormous amount of work, and it also 
involves a culture change and that took place over 1997 and 1998. 
It didn’t happen overnight. 

Just in the Western Hemisphere alone, we completed by year end 
1998, 19,000 profiles. If you divide that by, let’s say, 100 private 
bankers that we had in the division, that was 190 per banker. That 
is a huge task to get them up to snuff. So I think we need to under- 
stand that this took time. It couldn’t be done overnight. 

Senator Levin. Starting with 1996, would you say? 

Mr. Montero. Yes. 

Senator Levin. Thank you. 

Senator Collins. Mr. Ober, I have just one final question for you 
about the Abacha accounts. You have testified that you did not re- 


^ See Exhibit No. 13 which appears in the Appendix on page 144. 
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alize who the Abachas were. Had you known of their close relation- 
ship, the fact that they were the sons of the Nigerian military dic- 
tator, would you have handled the account differently? 

Mr. Ober. Yes, Senator, and as a matter of fact, when I heard 
about their true identity, I discussed it with my supervisor of the 
time, and we developed an exit strategy from that account. 

Of course, today, with the public figure policy that is in place at 
the bank, that could not happen because immediately these people 
becoming public figures will have to be accepted by the public com- 
mittee — Public Figure Committee of the bank. 

Senator Collins. But if you do not identify them as public fig- 
ures, they never get before the Public Figure Committee. Wouldn’t 
normal due diligence identify these individuals as being closely re- 
lated to a public figure? 

Mr. Ober. Well, when I found out their true identity, then I 
passed on the information to my supervisor at the bank, and it was 
reflected in the profile of the clients at the bank. 

Senator Collins. And you began to say that you then began to 
develop an exit strategy? 

Mr. Ober. That’s correct. 

Senator Collins. Could you expand on that? 

Mr. Ober. Yes. To go back, Ibrahim Sani had just died in an air 
crash, and we had to remove his name from the account. So I de- 
veloped the strategy with my supervisor that we would tell the sur- 
viving account holder on the account, Mohamed Sani and a gen- 
tleman called, I believe, Yaya Abubakar, that the account could not 
continue under a special name account. It would have to show their 
true name. The account will have to be under the name Mohamed 
Sani Abacha, which we were convinced would trigger the answer 
from Mohamed, then, “I don’t want a name in my — I don’t want an 
account that shows my name.” 

Senator Collins. Because secrecy was an important requirement 
for him? 

Mr. Ober. That’s correct. 

Senator Collins. And why is that? 

Mr. Ober. Well, the people that are first originally, because they 
were from Nigeria, which is a country, as we mentioned — where 
corruption exists, but not where everybody is corrupted, and also 
because, then, when they were — when we knew their true identity, 
people that have a well-known name would want to have more se- 
crecy about their banking transactions. 

Senator Collins. Would there have been concerns by your cli- 
ents that Citicorp might have asked more questions, that Citibank 
might have asked more questions at that point about the source of 
the millions of dollars of deposits? 

Mr. Ober. I would answer this is possible, yes. 

Senator Collins. Senator Levin. 

Senator Levin. Could you take a look, Mr. Ober, at the document 
on page 69. ^ This is a memo to you from Christopher Rogers. 

All right. Who is Mr. Rogers, first of all? 


^ See Exhibit No. 14 which appears in the Appendix on page 145. 
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Mr. Ober. Christopher Rogers is one of my supervisors. He is the 
general market manager for Africa and is currently based in Jo- 
hannesburg, South Africa. 

Senator Levin. Now, he wrote you the memo in 1997, April, 
about press allegations relative to Mr. Bongo, and it said here that 
he is “unable to interpret the current press allegations” — in the 
fourth paragraph — “insofar as they might touch upon the Bank but 
would not be tempted to try because of the doubts it could raise 
in people’s minds about our relationship with our customer. If this 
is the case, we ought to be extremely careful about sharing such 
information with regulatory authorities, because we can’t answer 
for it.” He is advising you to basically make sure — do whatever we 
can to make sure that this information does not get to the hands 
of regulatory authorities. Then he says also, “we should stay as far 
away as possible from this mess, unless and until any one of us has 
firm or verifiable evidence which would lead us to suspect the 
Bank’s interests are at risk.” 

Should you be staying away from allegations of a mess if you 
want to know your client, or should you be following it very closely 
if you are serious about knowing your client? 

Mr. Ober. Well, Senator, in that particular case, I was troubled 
by the allegation that I read in the French press where the name 
of our client was indicated, and as a result of my concern, in spite 
of what you may infer from Mr. Rogers’ memo, I contacted the legal 
department of our bank to communicate the information that I had 
for them to — for counsel to look at these allegations. 

Senator Levin. So that you did not follow his advice? 

Mr. Ober. I would agree with you. 

Senator Levin. Pardon? 

Mr. Ober. I agree with you. 

Senator Levin. As far as you are concerned, was the advice of his 
inappropriate advice — that you should stay as far away as possible 
from the allegations? 

Mr. Ober. Well, my conduct by — would indicate that we did not 
agree entirely on that topic. 

Senator Levin. There was another memo which Mr. Rogers 
wrote, and this one is on page 75. ^ This was in late 1998 when the 
Private Bank began discussing closing the Bongo accounts, and in 
response, the Private Bank’s top director here, Mr. Rogers, warned 
against closing them because of the possible effect on Citibank’s 
franchise in Africa. 

Here are some of the statements he made, and I will ask you, 
Mr. Montero, to react to this. This is some of the statements he 
made in this e-mail. “Whatever internal considerations we satisfy, 
the marketing fallout is likely to be serious.” Is that good reason 
to keep an account open, because otherwise there would be mar- 
keting fallout, Mr. Montero? 

Mr. Montero. No, it is not. Senator. 

Senator Levin. Then he said that Tendin, which is the Bongo op- 
eration, had been “vitally instrumental in our franchise’s success 
over the years. . . . Sam” — and he is referring here to President 
Bongo’s oil advisor, Samuel Dossou — “helped the Branch consider- 


^ See Exhibit No. 15 which appears in the Appendix on page 147. 
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ably over the last 2 years to obtain a more reasonable and rightful 
share of public sector deposits,” with President Bongo’s “blessing.” 

Then he said this, “The probability of this support being reversed 
indefinitely should be weighed seriously.” Is that a good reason for 
keeping an account open, because the client is helping the bank get 
deposits, Mr. Montero? 

Mr. Montero. Well, I am uncomfortable, as I commented before. 
I know very little about this account. 

Senator Levin. Well, would that be good reason for keeping an 
account open, because the client is helping the bank get deposits, 
if otherwise it should not be kept open? 

Mr. Montero. Well, if the account should not be kept open, as 
a theoretical, that should not be the reason. 

Senator Levin. If it violated your policies 

Mr. Montero. Yes. 

Senator Levin [continuing]. It should not be kept open? 

Mr. Montero. Should not be. 

Senator Levin. All right. Would you think that the judgments ex- 
pressed by Mr. Rogers is good advice from the Bank’s top manager 
in Africa? The Private Bank’s top manager in Africa now is giving 
you this advice: “Keep this stuff from regulatory agencies. Keep 
them away from this mess.” 

Mr. Montero. Not acceptable. 

Senator Levin. And we should be very careful before we close ac- 
counts because it could have a negative effect on deposits. That’s 
not acceptable either? 

Mr. Montero. I’m not familiar 

Senator Levin. Or is it? Is that acceptable? 

Mr. Montero. No. It’s not acceptable. I’m not familiar with the 
circumstances here, but keeping stuff away from regulators is not 
what our policy is at all. I am sure of that. 

Senator Levin. And the second one is if this client does not meet 
the standards of your bank in terms of integrity, reliability, source 
of revenue and so forth, then the fact that that person is either 
making deposits or obtaining deposits for the bank would not be a 
good reason to keep an account open which would otherwise be 
closed. Would you agree with that? 

Mr. Montero. I agree with that. 

Senator Levin. All right. 

Mr. Montero. Yes, Senator. Today, this would not happen. Let 
me assure you, this would — we would not have that today. 

Senator Levin. My time is up. Thank you. 

Senator Collins. Senator Cochran. 

Senator Cochran. No questions at this time. 

Senator Collins. Do you have any further questions. Senator 
Levin? 

Senator Levin. A few more. 

Senator Collins. Senator Levin, you may proceed. 

Senator Levin. Thank you. 

In September 1998, when the Nigerian government was seizing 
funds from General Abacha’s relatives and associates, the London 
Private Bank, Citibank’s Private Bank there, helped his sons trans- 
fer $39 million out of London to Swiss accounts and elsewhere. 
Citibank not only performed the transfer, it approved a $39 million 
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overdraft to the sons’ accounts so that they could transfer the 
money immediately without having to pull funds from a time de- 
posit that carried a penalty for early withdrawal. 

So, despite now what we know about — or you knew about the 
Abacha sons, the bank actually facilitated not just the transfer of 
money, which was the subject, by the way, of a government inves- 
tigation at the time, a Nigerian government investigation, but the 
bank facilitated the transfer of that fund by in effect lending the 
Abacha sons $39 million for a short period of time, allowing an 
overdraft, and then repaying itself that loan when the time deposit 
became due. 

Was this appropriate conduct for your Private Bank in London, 
in light of the Nigerian government investigation which was going 
on and their seizure of funds from General Abacha’s relatives and 
associates? 

Mr. Montero. Senator Levin, I would rather not comment be- 
cause I am not at all familiar — at all — with the Abacha account or 
the transactions that you have suggested. 

My sense would be to involve counsel and to really take a deep 
read on this, but I just can’t comment. I can’t be helpful. 

Senator Levin. Mr. Ober, under the current regulations of the 
bank as you understand them, as they are now being hopefully im- 
plemented, would this $39 million loan to the Abacha sons to help 
them transfer $39 million from your Private Bank in London to 
Switzerland be facilitated by you while the Nigerian government is 
investigating them for corruption and other crimes? Would that ac- 
tion still be taken? 

Just to be very precise, take a look at the document on page 89, 
September 15, 1998. ^ Here, the purpose of this memo is to seek ap- 
proval to overdraw the client’s call account by $39 million. Then it 
says, “The client has requested the remittance of these funds ur- 
gently. The total amount of the fixed deposit is $42 million. The 
breakage of this would prove too costly for the client.” In other 
words, the client is going to have a cost here if he has to wait for 
his CD to come due. 

Would you under these circumstances, this year, current rules, 
all the resources, all that new software, all that legal advice you 
are now getting, all the care you are now taking hopefully relative 
to clients and private banks — would you be lending them $39 mil- 
lion so that they could transfer money out of your Private Bank 
while a Nigerian government investigation of corruption is going 
on? 

Mr. Ober. Senator, I cannot comment on the document that 
comes from Citibank-London, and this is the first time I have seen 
the document. 

However, I can answer your question and say in theory, in the 
course of the new KYC transaction trend monitoring, the trans- 
action trend monitoring will pick up the — a debit for $39 million 
leaving the account, and that will require a detailed explanation. 
That will be reviewed by our colleagues from the transaction trend 
monitoring — and if you allow me, there is a reality to the KYC pol- 


^ See Exhibit No. 16 which appears in the Appendix on page 148. 
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icy and transaction trend monitoring that has been in place for 2 
years. 

As a private banker, my life has been made much more difficult, 
much more paperwork, much longer hours as a result of complying 
with that policy, which the bank takes very seriously. The idea is 
to get it right the first time because otherwise our colleagues from 
the KYC unit or the transaction trend monitoring are going to 
come back at me time and time over until I get it right. 

Senator Levin. Thank you. 

Mr. Montero. And I may just add. Senator, in terms of the theo- 
retical — not theoretical practice, but the practice would be, not 
knowing this name — this name, however, pops up as a public figure 
and it goes to the committee and the committee makes an assess- 
ment. 

There is a scandal brewing in Nigeria. We want this name out. 
So that would be the — so we wouldn’t get as far as what’s been 
suggested here of the $39 million today. 

Senator Levin. Thank you. 

Senator Collins. Thank you, gentlemen. 

I would now like to welcome our final witness for this afternoon, 
John Reed, the chairman and co-chief executive officer of Citigroup. 
Mr. Reed will be accompanied by Todd Thomson, the newly ap- 
pointed chief executive officer of the Private Bank, and Mark Musi, 
the chief compliance and control officer for the Private Bank. 

Mr. Reed has been an employee of Citicorp since 1965 and has 
been its chairman since 1984. Since Citicorp’s 1998 merger with 
Travelers Group, Mr. Reed has been Co-CEO of Citigroup. 

Pursuant to Rule 6, all witnesses are required to be sworn in. So 
I would ask that you please stand and raise your right hand. Do 
you swear that the testimony you are about to give to the Sub- 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you, God? 

Mr. Reed. I do. 

Mr. Thomson. I do. 

Mr. Musi. I do. 

Senator Collins. Thank you. 

Mr. Reed, as you know, we have asked that you limit your oral 
presentation to about 10 minutes. We will put your entire testi- 
mony in the record. You may proceed. 

TESTIMONY OF JOHN REED,i CHAIRMAN AND CO-CHIEF EXEC- 
UTIVE OFFICER, CITIGROUP, NEW YORK, NEW YORK, AC- 
COMPANIED BY TODD THOMSON, CHIEF EXECUTIVE OFFI- 
CER, CITIBANK PRIVATE BANK, NEW YORK, NEW YORK; AND 

MARK MUSI, CHIEF COMPLIANCE AND CONTROL OFFICER, 

CITIBANK PRIVATE BANK, NEW YORK, NEW YORK 

Mr. Reed. Thank you very much. Madam Chairman, Senators. 

My name is John Reed, and as has been indicated, I am chair- 
man and Co-CEO of Citigroup. I think for the purposes of this ses- 
sion, I also have been chairman and CEO of Citibank for the last 
151/2 years. 


^The prepared statement of Mr. Reed appears in the Appendix on page 957. 
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I am accompanied, as was indicated, by Todd Thomson who is 
now responsible for the Private Bank and by Mark Musi who is re- 
sponsible for compliance and control within the Private Bank. 

As you know, Shaukat Aziz, who had spoken with some of you 
and who has submitted some comments, is no longer running our 
Private Bank because he has been called back and is currently the 
Minister of Finance in his home country of Pakistan and therefore 
is not able to be with us, although he did send some comments. 

What I would like to do, if I could. Madam Chairman, is make 
a few comments that hopefully will help with the discussion that 
will follow. 

First, I would like to thank you for the opportunity for partici- 
pating. Obviously, some of the transactions that we are going to 
talk about today have their negative aspects, and some of the 
things that we will be talking about won’t be fun, but I think we 
should understand that this discussion about money-laundering, 
the discussion about private banking is serious. And frankly, to 
have a public discussion is useful and helpful because I believe that 
it is going to be important for all of us to see an evolution of a set 
of global standards with regard to the conduct of this kind of busi- 
ness, and I think discussions such as these, and hopefully others 
that will come afterwards, will lead to an evolution of a set of 
standards not only for Citibank and U.S. banks, but indeed a set 
of standards that may characterize the business going forward. 

So, to the extent that these hearings help to move that ball for- 
ward, I would say that it is a very positive thing and I appreciate 
the opportunity to be a part of it. 

If I could for a second talk about Citibank, we are somewhat of 
a singular institution within the United States. We have for almost 
100 years now, dating back to 1902, had operations in virtually all 
of the emerging markets of the world acting not only as a cross- 
border banking organization, but in fact operating as a local bank 
in each of these emerging markets around the world. So, as you 
and your Subcommittee Members know, we today are in the situa- 
tion where we operate in approximately 100 countries around the 
world, and I think we are the only major financial institution in 
the United States that does operate as a local bank in virtually the 
entire world. This obviously means that we are really at the center 
of much of the activity that we are talking about today, and it 
raises particular burdens and particular problems for us. And it ex- 
plains to some degree why it is that it is Citibank here and not the 
First National Bank of Kenosha or some other U.S. institution be- 
cause we really are in the center of these activities. 

As has been well brought out, there are some real tensions in 
this business. In the last 20 years, we have seen the growth of 
criminal and illegal monies that are in the hands of terrorist orga- 
nizations, that are in the hands of people dealing in drugs, that are 
in the hands of people who are involved in corruption. This did not 
used to be a problem. 

Twenty years ago, there seemed to be less of this kind of money 
around, and I think it is also true that we were living in a world 
of capital controls at that time, most of which have been taken 
away. And the result is we truly have a global economy on our 
hands, one in which legitimate monies move around, but one in 
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which illegitimate monies move around in ways that were not true 
20 years ago. So this raises problems to the business that are new 
to us and raise difficulties that are the subject of your discussion 
now. 

There are also tensions with regard to what is secrecy and what 
is privacy. I believe very strongly that customers of the bank have 
every reason to expect that their personal financial life would be 
respected and privacy would be a characteristic of our relationship, 
and issues of privacy are very topical today in the banking industry 
and that is something where we in the industry are held, I think 
quite correctly, to a very high standard. 

At the same time, you could go from privacy to secrecy, and you 
could move into an arena where you are trying to obscure the 
movements of money for reasons that don’t have legitimacy, and 
there is a tension there. We are not able to erase the issues of 
using secrecy to hide things in part because of privacy, and I think 
Ed Montero in some of his testimony made an accurate assessment 
about that from a customer’s point of view how important privacy 
can be and to what extent it could be something that is significant 
in their life and something that they expect the bank to maintain. 

So there clearly are tensions in this business. There are tensions 
that come from the world we live in, tensions involving secrecy and 
privacy. There are tensions associated with what we consider to be 
an appropriate source of wealth as contrasted to what these feel- 
ings might be in other kinds of societies. So it is a tough business. 

We will be talking during today’s session about four or five 
cases — a few cases that we have been involved in — in the Private 
Bank at Citibank. These are by definition difficult cases. I think it 
is very clear in the testimony you have heard to date that in some 
instances our behavior is legitimately open to criticism, and we 
have acknowledged that this is the case and we understand it. 

At the same time, I believe that these cases are full of learning. 
It is learning that we have taken very seriously, and I think it is 
very fair to say that today much of the learning from these cases 
and the discussion that we are having this afternoon is embedded 
in the positioning of the private banking business as we run it 
today and in the policies and the practices that we have within 
that business. 

So, while there is much here about which we are not necessarily 
proud, I think it is fair to say that there is some learning here that 
we have reacted to and is currently embedded in our business prac- 
tice. 

I would say in running a big company — and we are a big com- 
pany. We have over 180,000 people around the world, as I indi- 
cated, operating in 100 countries around the world. You have to 
rely on people and practices. In order to run a business, you must 
rely on having the right people in the right jobs. These people have 
to have certain skills, certain knowledge, certain attitude, and cer- 
tain behavior which they bring to their job, and you have to sur- 
round those people with a set of practices that provides a matrix 
within which they do their job. 

So the mechanisms that we have for bringing about change have 
to do with having the right people in the right job, the wrong per- 
son out, and having a set of policies and procedures that surrounds 
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the activities of government and individuals, and you have heard 
a lot of testimony today about the necessity of having policies and 
procedures and then the cultural difficulties of having those be- 
come the real framework within which business is conducted. 

We also are going to be talking during this session about internal 
audits. These are internal audits from our own audit staff. Starting 
back in 1990, we made a concerted effort for reasons that were 
compelling at least to me to upgrade the quality of our audit, to 
toughen it, to toughen the standards, to change the standards, be- 
cause we believed back at that time that we were facing a set of 
operational problems that required a toughening of internal stand- 
ards, and this started way back as far as 1990. 

The audit reports that you will see have some harsh comments 
in them, and I think they should. We are pleased that they do be- 
cause these were comments from professional auditors who found 
some of the things that we were doing not up to standard. 

For the purposes of our discussion this afternoon, it would ap- 
pear as if the principal thrust of these audits had to do with the 
private banking and knowing your customer and the adequacy of 
those kind of procedures. The fact of the matter is they had a much 
broader context. They had to do with the problems of control and 
compliance that we had not only in the Private Bank, but across 
the company, where we were seeking tougher standards, and I 
think it is fair to say that during this period of time that we are 
talking about, there was an overall emphasis within the company 
of tightening standards. And I think that some of the audit reports 
that you will be talking about this afternoon did in fact have their 
desired effect. They captured the attention of the management. 
They captured my personal attention. They captured the attention 
of the Audit Committee of the board, and they did result in correc- 
tive actions being taken. 

And I can say to you — I believe you know this. Senator — that as 
we speak today, the Private Bank has 100-percent good audits, 
meaning four and five in our rating system, which was not the case 
during the period of time that we are talking about, and this 
change came about because of some of the pressures that resulted 
from these bad audits. 

In summary, I would say that there are some key questions that 
we are really dealing with. The first question is can this business, 
the private banking business — is it legitimate? Can it be legiti- 
mately part of an American bank’s business activities, and can we 
all feel comfortable with that? My answer to that question is yes. 
I have thought about it. I have discussed it. I have in some in- 
stances in my career been in business situations where I was not 
comfortable with the business, and in those circumstances, we have 
gone out of them, out of the business, and we have asked that 
question about the Private Bank. I think it is a good business. 

The second question is, can it be run properly. I think the an- 
swer to that question is yes, in spite of the difficult environment, 
in spite of the tensions I made reference to. I believe it can be run 
profitably, and the final question you have to ask is, hey, what 
kind of company is Citi, what kind of values do we have, what kind 
of people are we. 
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Let me tell you from a personal point of view. Let me tell you 
also as the chairman of this company. We are honest people. We 
do not want to do business with people with whom we are not com- 
fortable. There is no need to even get close to any lines in order 
to achieve our business purposes, and I, like some of the others 
who have testified to you, am quite proud of my association with 
this company, and I feel very comfortable about the moral quality 
and the standards that we have throughout the company. 

Thank you very much. 

Senator Collins. Thank you, Mr. Reed. 

Mr. Thomson or Mr. Musi, do you have any comments you would 
like to make at this time? 

Mr. Musi. No. We are available for questions. 

Senator Collins. Thank you. 

Mr. Reed, I have read the Subcommittee investigator’s report. I 
have listened carefully to the testimony today. I have reviewed 
your internal audits. I have read the GAO report on the Salinas 
case, and I have to tell you that it does not paint a pretty picture. 
And it leaves the basic question in my mind, and that is how did 
a financial institution with all the resources that Citibank has, 
with all of your sophistication, with all of your expertise, become 
vulnerable to money-laundering? 

Mr. Reed. Well, Senator, I think I made reference to this. We are 
a human organization. We clearly have had a number of instances 
where we have failed to follow policies and so forth. 

I do think that we are talking about five or six cases out of a 
large number. I have never felt that there was a pattern across the 
company that seriously raised issues about our ability as a total 
enterprise, but as I said to you in the beginning, we have here 
some examples of some transactions about which legitimate criti- 
cism can be made and I think that we simply have to recognize 
that in some of our activities and some of our behavior we have 
had failures. 

Senator Collins. I could understand the problem occurring if it 
were an isolated case or two, but that is not the results of your in- 
ternal audit. That is not the picture that is drawn when you go 
through the audits. 

Let me take you through some of the audits. In May 1995, the 
internal audit of the Private Bank’s Trust and Estates Unit noted 
that the rating for this audit is a “3”. Now, I believe I am correct 
that it is a “1 to 5” rating 

Mr. Reed. Correct. 

Senator Collins [continuing]. Where I believe one is the worst. 
Is that correct? 

Mr. Reed. That’s correct. Yes, ma’am. 

Senator Collins. So this was a “3”. It noted that it was a decline 
from the previous rating of “5”. 

The auditors went on to say, “the unit does not perform effective 
Know-Your-Customer procedures before accepting account referrals 
from private bankers. As a result, customers attempting to launder 
money may not be identified. This exposes the bank to civil pen- 
alties and criminal charges. Administrators rely on private bankers 
to obtain KYC documentation. However, our review of 15 accounts 
shows that this process is ineffective.” 
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Were you aware of this particular audit? This is the May 1995 
audit of the Trust and Estates Unit. 

Mr. Reed. I doubt that I read that specific audit. 

Senator Collins. Who would have been aware of this audit? 

Mr. Reed. The people who run the unit that is being audited, the 
immediate supervisors above them, and obviously all of the control 
staff within the Private Bank. 

Senator Collins. What kind of rating would trigger your atten- 
tion? What would cause an audit to be brought to your personal at- 
tention? 

Mr. Reed. Well, actually what happens is, first of all, I have a 
personal relationship with the chief auditor on an informal basis. 
If there was an element within an audit that that person became 
concerned with, it probably would be informally brought to my at- 
tention quite independently of what rating might be associated 
with the audit. 

When you begin to have units whose audits are in the “2” cat- 
egory — we have one instance of a “1”, but they are highly un- 
usual — I would become aware of that. 

If we get audits where the reply to the audit appears not to be 
responsive, because we have had a problem of people not respond- 
ing appropriately to audits, I would get involved. In fact, I believe 
it was in early 1997. I started a process with two or three of my 
senior colleagues to review. We had a meeting every 2 weeks, every 
other week, and I went over the reply to audits where the reply 
didn’t seem to us to be appropriate and for the purpose of tensing 
up the system. So any sets of audits in the two category where the 
replies didn’t look good, I would have seen. Anything that the chief 
auditor thought I should be aware of, I traditionally was aware of 

I tend not to read audit reports per se, simply because of the 
number of them. 

Senator Collins. Let me ask you about another audit. In June 
1995, Citicorp audited its European Private Bank, and it did assign 
it a “2” in this case. The auditors specifically noted that “Senior 
Private Bank management does not enforce the development and 
implementation of compliance programs” and says “this issue re- 
quires immediate attention by Senior Management.” Is this an 
audit that came to your attention? 

Mr. Reed. I don’t recall that specific one, but I would think the 
answer would be yes, and I became aware, I would say, in — first 
of all, if you go back in the history, I became quite concerned in 
1990 that I was not comfortable with some of the operating envi- 
ronment of the company. So I made a change to our auditor in 
1990, and I brought somebody in from Ford Motor actually, Dennis 
Green, who would come in as an outsider with a new set of eyes 
and tighten up the capabilities and professionalism of our audit de- 
partment. I specifically was trying to tighten up our operational 
competence. 

So I started by strengthening the audit department, and it was 
very clear to everybody in the company that I personally was put- 
ting a lot of time and effort and was maintaining very close com- 
munication with the auditor. 

I then started making sure that the audit process at the most 
senior level was taken seriously, but to your point, I would guess 
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that sometime in the 1994 or 1995 time frame, it became quite 
clear to me that we had two pockets of problems. We had a set of 
audit problems associated with trading activities, the back office 
associated with trading, which, of course, is very dangerous be- 
cause if you get out of control there you can get significant losses 
quite quickly, and we had a concentration of problems in the Pri- 
vate Bank, which I think stemmed from managerial practices and 
some of the points that have been raised by yourself and some of 
your colleagues on this Subcommittee. 

I started the process of bringing about change. It was clear when 
Alvaro de Souza came into this business, but it was true also when 
Rukavina ran the business before that I had a personal require- 
ment. When I put people in jobs, I tend to sit them down and say 
these are my concerns, this is what I am looking for you to do, and 
I think back with Rukavina, which dates back to September 1994, 
with Alvaro de Souza who came into the job in January 1996. I 
made quite clear to them that I was concerned about the control 
environment and I was concerned about the audit environment in 
these areas, and that concern had stemmed from some of these re- 
ports that you make reference to. 

Senator Collins. The next audit I want to mention must have 
rung some alarm bells because, in this audit, which was December 
1995, Citicorp audited the Swiss Private Bank front office and as- 
signed it a “1”. The auditors noted that the rating indicates that 
the office is operating in a severe [sic] deficient manner, and it spe- 
cifically cited that “due diligence and money-laundering regulations 
were not being observed satisfactorily and that the use of pseudo- 
nyms to protect client confidentiality is not an acceptable corporate 
practice.” 

I find this audit to be particularly troubling since the head of the 
entire Private Bank was based in Switzerland and his office re- 
ceived an extremely poor score, the lowest possible rating. What 
was your response to this audit? Was this one brought to your per- 
sonal attention? 

Mr. Reed. Yes. I read that audit personally. As I said before, I 
had already identified the problem before that. This confirmed it in 
living technicolor, if you like, and it made very clear that we had 
a significant set of audit problems, and they were not, by the way, 
in any sense limited simply to Know-Your-Customer procedures. 
They were far broader than that in terms of their scope, and the 
problem was pervasive and spoke to an issue of management. 

So, yes, I did read the audit, and as I say, I took it very seriously 
and we started a process that has led to corrective action. 

I would say this. Even though we had audits that showed that 
policies and procedures were not being appropriately followed, I 
had no indication that we were making a bunch of bad decisions 
because of it. Now, that is not an excuse. You must operate with 
policies and procedures, and they either are right and you follow 
them or you change them, but the point is if I had reason to believe 
that the operation of the business was putting the company at risk, 
I would have closed it down quite independently of audits or any- 
thing else. 
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So getting a bad audit says you are not following policies and 
procedures. You obviously have to correct this. You have got to 
check, correct the people and so forth and so on. 

The real question is were we doing things that were going to re- 
sult in severe damage to the company. I did not believe that that 
was the circumstance. 

Senator Collins. What concerns me, Mr. Reed, is this was not 
the last of the bad audits, the bad news. In May 1996, there was 
an internal audit of the Latin American Accounts Office. It got a 
“2”, and, again, money-laundering was specifically noted. In June 
1997, there was an audit of the Private Bank in Canada. The audi- 
tors assigned a score of “3” and specifically noted major risks re- 
lated to money-laundering. And indeed, as late as September 1997, 
when Citibank audited its Private Bank in Switzerland, the score 
of a “3” was assigned. 

Now, I will grant you, that is a good improvement over a “1”, but 
once again there are specific criticisms about the vulnerability to 
money laundering. So my concern is that this is a 3-year period. 
This is not an isolated audit of one small branch. It seems to me 
to be that systematic pattern of deficiencies that allowed Citibank 
to be vulnerable to money-laundering. 

Mr. Reed. I think you are correct. I just checked the records 
here. There was a 3- to 4-year period of time. So that is during the 
period which we had every reason to believe that we had a problem 
in terms of controls and audits and so forth and so on. 

Starting in 1993, my general assumption is audits are from 8 to 
15 months, sort of lagging indicators. They describe conditions 
about then. It really wasn’t until 1997 that we began to see 
changes; 1998, we saw significant changes; and 1999, we have 100 
percent in the four and five category in the Private Bank. 

So, if you look backwards, you would have to say that in that pe- 
riod, 1994, 1995, into 1996, there was reason to believe that we did 
not have an acceptable set of standards in place, and you and I 
would agree that it is approximately a 3-year time frame. 

Senator Collins. Senator Levin. 

Senator Levin. I want to now start in 1997 when you just indi- 
cated that you began to see real changes, not just stated policy 
changes, but actual changes in the way the Private Bank was oper- 
ating. 

Yet, in 1998, the Federal Reserve required the Private Bank to 
report every 3 months to the Audit Committee and lifted that re- 
quirement only about 6 months ago. Were you aware of that? 

Mr. Reed. Yes, sir, I was. 

Senator Levin. What is the need for secrecy in private banking? 
And I do not here mean confidentiality, and I want to just spend 
a minute with you on the difference. 

Should our banks be setting up secret bank accounts in secrecy 
jurisdictions which are not subject to legal process for regulatory 
oversight and possibly civil process? In other words, just to give 
you an example, you have got a brochure here which says, in its 
table of contents, “The Bahamas, the Cayman Islands, Jersey and 
Switzerland, the best of all worlds.”^ 


^ See Exhibit No. 17 which appears in the Appendix on page 149. 



58 


I will ask you in a minute why they are the best of all worlds, 
but why should our banks be setting up accounts in secrecy juris- 
dictions that are not subject to the same legal process for regu- 
latory oversight or civil process which a bank account would be 
subject to here in the United States, or should banks no longer be 
doing that? 

Mr. Reed. Senator, my sense of it is this. We have to run a busi- 
ness. We have to run a business in the world the way we see it. 

We would not do business in an environment where we didn’t 
think there were appropriate mechanisms, safeguards, and so forth 
to run a bank, and we do business every place in the world. There 
are some places and some circumstances where you simply would 
not be able to run a bank, and if we find ourselves in those cir- 
cumstances, I think there is a record of our simply withdrawing or 
shrinking down the business to the point where it doesn’t exist. 

A number of these places characterized by secrecy are perfectly 
respectable places. I think Switzerland would generally be de- 
scribed as a well-developed society with a rule of law. It happens 
to have a set of secrecy laws surrounding banking that you might 
find not to your taste. 

I personally believe that if we are going to be in this business 
that we have to operate in the parts of the world where business 
is and where customers would expect you to be, and if there was 
something about the legal structure that precluded us as a bank 
from running our business, we wouldn’t be there. If there was 
something about the legal structure that precluded our regulators 
from doing an adequate job of regulating us, they wouldn’t let us 
be there. We have to apply for permission to open a branch, and 
if our regulators, the Fed or the OCC or whoever, felt that it was 
a jurisdiction in which they couldn’t meet their responsibilities, 
they simply would turn us down. So I don’t believe that it’s a fair 
comment to suggest that because a Nation chooses to have a set 
of secrecy laws that that means it is an environment in which a 
bank should not operate. 

Senator Levin. Would you object if the Federal Reserve or the 
OCC decided that you or no other bank should be allowed to open 
up accounts in any jurisdiction where its process would not be able 
to reach? Would you have any problem with that if they then 
changed their rule on that? 

Mr. Reed. As long as you had a broad description of what you 
just said there. 

If they couldn’t effectively do their job, I don’t think they’d let us 
be there today. So I’d have no problem whatsoever. They obviously 
have a legal mandate to do their job. 

Senator Levin. I do not know how much of this morning’s testi- 
mony you heard, but I will tell you this, that I was deeply dis- 
turbed by this testimony in a number of ways. What struck me per- 
haps the most is that we had in April 1992 and in September 1991 
very clear policies of your bank that went out to your people who 
are running the Private Bank. And these policies had to do with 
making sure that there was, in the words of the policy, “a clear- 
eyed assessment of the integrity of the client, his business activi- 
ties and the source of funds at the acceptance stage and there- 
after,” and many other provisions about documenting things and 
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having records which were obviously ignored in the years after 
these policies were adopted by the bank. 

Did you hear this morning’s testimony, by the way? 

Mr. Reed. I heard that portion you are making reference to. 

Senator Levin. Were you troubled by the fact that policies of the 
bank were not implemented in these years until 1997? 

Mr. Reed. Let me be honest in my reply here. Let me say I felt 
good that it was so clear that we had these policies. I have been 
aware that we had these policies and their equivalent, frankly, for 
the 30-some-odd years I have worked in the company. We have al- 
ways wanted to know our customers, wanted to know why they 
were dealing with us, so forth and so on. These were very clear, 
as you point out yourself 

I was distressed that it would appear that there is no record of 
people having followed these policies from a paperwork implemen- 
tation point of view, and obviously, there was not due diligence and 
so forth and so on. 

I don’t believe that at this period of time across the business of 
the company, there was ever any pattern of us being a “easy bank,” 
a bank where dirty money comes because they know that we won’t 
keep track of it. I don’t think there are many examples of us taking 
customers who are clearly on the other side of that line. 

There have been errors, but I was not concerned that said, hey, 
were we really running this company poorly at that time, and so 
I had a mixed set of feelings as you were asking your questions. 

Senator Levin. You told our staff investigators, Mr. Reed, that 
you had heard from Mexican businessmen as early as 1993 about 
possible corruption involving Raul Salinas “inserting himself in 
local business deals inappropriately.” How is it, then, that he be- 
came a client of a Private Bank? Apparently, what you had heard 
was never transmitted to the folks who were considering him as a 
client, or was it? 

Mr. Reed. First of all, I never repeated it to anybody until asked 
as a part of this investigation, and so it wasn’t transmitted. 

Second, I think if you look at the minutes of my talk with your 
staff, I said 1993 or 1994, and frankly, I am trying to figure out 
which it was. 

The other thing is I think you would find in my communication 
with your staff is I didn’t use the word “corruption.” I said I had 
heard, and this is true. I had been in Monterrey, Mexico, calling 
on some customers, played some golf. After golf, I was sitting 
around the table and a couple of these people were talking to each 
other, and they made the comment that led me to believe — first 
time I had heard any sense of impropriety on the part of the Sali- 
nas family, and as you know, I knew the Mexican situation reason- 
ably well — of any kind of misbehavior. 

And what was implied in the conversation was that there was a 
brother — I didn’t even know his name — of the president in 
Monterrey who was getting himself involved in business deals be- 
cause of the relationship with his brother, and that this could em- 
barrass the president. 

I don’t believe I used, nor would it have been proper to say that 
there was any sense of corruption. There was a sense of possible 
embarrassment to the president, and I didn’t repeat it because I 
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don’t make generally a sort of policy of repeating this type of com- 
ment about which I know nothing. 

Senator Levin. When Mr. Salinas was arrested, the head of your 
Private Bank at the time, Mr. Rukavina, suggested that Citibank 
move Mr. Salinas’ assets to Switzerland for secrecy purposes.^ 

Mr. Reed. I am aware of that comment. 

Senator Levin. Here is the conversation. Mr. Rukavina, “Now, 
the thing is whether that — whether those accounts shouldn’t be 
brought to Switzerland.” “The ones in London?” “Of course.” “They 
are held under the trust, right?” 

And then this is what then happened. This is the 2:51 conversa- 
tion. Mr. Salmon, “So, Rukavina’s question is really, from a secrecy 
standpoint, should we move it out of London back to Switzerland?” 
Mr. Homen, “Yes. I mean, what’s the best structure to” — it is unin- 
telligible there. Mr. Salmon, “I don’t think if we move it from Lon- 
don to Switzerland, London will be able to destroy its records.” Ms. 
Bevan, “No, that’s right. You’d see a transfer.” Mr. Salmon, “So, I 
don’t know what would necessarily be gained by moving everything 
to Switzerland.” 

Now, does that conversation bother you that the first reaction to 
an arrest is effort made to preserve the secrecy of the account rath- 
er than what the heck is going on with our 

Mr. Reed. Sure, it does. I mean, this is simply wrong. 

Senator Levin. In your statement, I believe you said that 
Citibank handled Salinas appropriately, and let me ask you a num- 
ber of questions. 

The private banker here, your private banker, used an alias 
when introducing the client to Citibank in a branch bank; took Mr. 
Salinas’ word about a construction company, never learned the 
name of the company, never learned what the business was, what 
his interest was, what the sale price was; took Mr. Salinas’ cash- 
ier’s checks by the millions to deposit with Citibank without know- 
ing the source of the money, getting any references from the bank 
involved, without knowing whether the cashier’s checks were ob- 
tained from cash deposits. 

And then — I’ll just leave it right there. Do those facts trouble 
you? 

Mr. Reed. Yes, the facts trouble me, but what troubles me more. 
Senator, is where did you hear that I said that this was handled 
appropriately. 

Senator Levin. I thought in your statement, you indicated — and 
I may have misread your written statement — that Citibank han- 
dled Mr. Salinas appropriately, and if I misread your written state- 
ment — 

Mr. Reed. I think 

Senator Levin [continuing]. I would withdraw that part of the 
comment. 

Mr. Reed. I think that we are on record as saying that there 
were a number of policies that were not followed. It would there- 
fore be difficult to say that it was handled appropriately. 

Senator Levin. Fine. 

Senator Collins. We will have a second round of questions. 


^See Exhibit No. 18 which appears in the Appendix on page 151. 
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Senator Cochran. 

Senator Cochran. Thank you, Madam Chairman. 

When the Subcommittee began its hearing today, I made the 
comment that our staff had done an enormous amount of work to 
obtain information about the effectiveness of U.S. laws and regula- 
tions to combat money-laundering, and I wonder, since we have 
now had the presentation of the full report of the staff and other 
testimony as well, whether or not it has occurred to you or others 
that we have passed a new law relating to financial services and 
whether or not there is anything in that new law that strengthens 
the effectiveness of U.S. laws regarding money-laundering or im- 
pacts the way financial institutions, not just banks, but insurance 
companies and others, should adopt policies like Know Your Cus- 
tomer and other good banking practices. What is your reaction to 
that? 

Mr. Reed. Senator, I am unaware of anything in the law that 
has recently been passed that would specifically require that this 
be extended. 

In the case of Citigroup, as we have testified, we in fact — and 
this is a question of simply taking banking practice and spreading 
it throughout the entire corporate structure — we in fact have ap- 
plied our rules with regard to money-laundering across the com- 
pany, and I think you will find as other institutions begin to come 
together, as ours has, that we will have in fact a cultural transfer 
and it will have the effect that you are asking about, but to the 
best of my knowledge — and I can’t in honesty say that I have read 
every line of the proposed new law 

Senator Cochran. Well, we have not either. 

Mr. Reed. But to the best of my knowledge 

Senator Cochran. I hope somebody has. 

Mr. Reed [continuing]. There is no specific requirement on this 
subject. 

Senator Cochran. I wonder if the change in your policy about 
targeting customers for your private banking business has already 
had an effect. You talked about the fact that you are trying to seek 
out entrepreneurs for your Private Bank, those who build wealth, 
who build businesses, and create jobs. The question is whether this 
strategy, rather than targeting public figures, per se, or people be- 
cause they are famous, is going to limit the vulnerability of private 
banking to money-laundering. 

Mr. Reed. Senator, I think it has already. I think this hearing, 
as I said in the beginning, is going to have the effect of beginning 
to create a de facto set of standards for at least the American in- 
dustry, and I would hope we could propagate it beyond that. So I 
think it has already, and I think it will have that effect. 

Senator Cochran. Recently, we heard some talk and there has 
been an administration report about money-laundering in Russia. 
You seem to have avoided any problems in Russia. Do you attribute 
this to the new policies or policies in combination with other fac- 
tors, like the general instability there? Would you have any advice 
for anyone doing business in Russia with regard to money-laun- 
dering problems? 
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Mr. Reed. Senator, we have been fortunate. I have been very 
careful not to say anything because we all live in glass houses. This 
is a tough business. 

I believe in the case of Russia and in the case of some other loca- 
tions that it has been a part of our new policies, but more than 
that, I think it has been an attitude on the part of the company. 
I think that the management of the company fully understands 
that we are serious about this, and there are clearly areas of the 
world that are much more vulnerable from a customer point of 
view. 

It is very difficult to imagine how somebody could have legiti- 
mately made money in some of these locations until very recently, 
and, therefore, there are large sums of money that have come from 
Russia, from other countries, that while you don’t want to make 
general statements, you could certainly be leery that this is an area 
of the world where it is hard to imagine how people could be legiti- 
mately making money and being customers. 

So we have been fortunate. I think it reflects policy. I think it 
reflects standards, and I think it reflects a seriousness within the 
company about the difficulties here and about the importance of 
avoiding some of these problems. 

Senator Cochran. Has our investigative staff inquired of you or 
your officials about your experiences in avoiding problems in Rus- 
sia or of any other banking institution to your knowledge? 

Mr. Musi. No, they have not. 

Senator Cochran. What about being contacted by the adminis- 
tration in the preparation of the Summers-Reno money-laundering 
report? Was anyone from the administration in contact with 
Citigroup or any of your officials about your new procedures or how 
you avoided past mistakes? 

Mr. Musi. Not to the best of my knowledge. Senator. 

Senator Cochran. Let me ask you one other thing. We have got 
a lot of laws that apply just to U.S. companies. We do not have ju- 
risdiction over foreign companies. There is, of course, a problem in 
international trade. We try to abide by rules ourselves, and then 
when others do not abide by the rules, we end up bearing the brunt 
of those transgressions either from economic disadvantage or cor- 
ruption that we cannot do anything about that benefits foreign 
companies and it puts us at a disadvantage. 

You are talking about all these countries where you do business. 
In this general area of international businesses, how do we get the 
other banks based in other countries or other financial institutions 
to abide by the same standards? 

I think you have come up with some international suggestions or 
international rules. In your statement, you talk about that. How do 
we go about getting that implemented and getting others to recog- 
nize the legitimacy of applying these rules worldwide? 

Mr. Reed. I think. Senator — first of all, I think it is very impor- 
tant for all the reasons that you mentioned. 

I think the mechanisms frankly are hearings of this sort which 
raise to the public’s attention these kinds of issues, and bankers 
will read this. 

I think that there is a very good mechanism that ties the central 
banks, the Federal Reserve in our case, with the central banks of 
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the more developed countries, at least the G7 that meets routinely 
in Basel in Switzerland, and this quite legitimately can be a sub- 
ject of a discussion amongst the governors of the central banks, all 
of whom I think would subscribe to the same general set of values 
that we have with regard to this issue. 

Frankly, if you can capture the attention of the banks in the 
major developed countries, you won’t have a problem with the oth- 
ers because the money that we are talking about ends up in Swit- 
zerland or in New York or in London or in Tokyo. So, if we can 
get the European banks, the Japanese banks, the American banks 
generally operating within a similar framework of values — and this 
can be fostered by the cooperation of central bankers from those 
countries and this mechanism that already exists in Basel, Switzer- 
land, for talking about subjects of this sort, plus, very frankly, the 
helpful comments that have come from the World Bank with re- 
gard to corruption generally — and as you know, the World Bank 
has spoken out with regard to corruption and corruption issues — 
this creates an environment where the industry can come together. 

Today, there are, as you know, wildly different practices. There 
are still major players in this industry who would not share any 
of the values that are being discussed today in this session. 

Mr. Musi. If I may. Senator, can I add to that? 

Senator Cochran. Yes, sir. 

Mr. Musi. One of the efforts we are trying to coordinate is spear- 
heading, if you want to call it that, a private-sector initiative, but 
in conjunction with the regulators, working with Transparency 
International over the last 6 months. We have had meetings with 
major financial institutions who are in the private banking busi- 
ness throughout the world trying to bring together a set of basic 
practices that are best practices and can be adopted on a uniform 
level across the world. We believe this can only be addressed 
through a global initiative. 

We have obviously tightened up our standards in the United 
States and we can make sure that the banks follow those stand- 
ards, but to ultimately achieve the goal that everybody is setting 
out to achieve here, this really needs to be addressed on an inter- 
national level, and we think that by spearheading this effort — and 
we have shared what we believe are the best practices, taking into 
consideration the guidelines that have been issued by the Fed, tak- 
ing into consideration the industry practices as we talk to our peer- 
group banks, and we tried to put together a best practices paper 
that we could share with all of the major financial institutions who 
are willing to come to the meeting, day one. 

We obviously have gotten more interest over time, and as we pro- 
ceed in this effort, more banks come to the table as they recognize 
that they have to deal with the same kinds of issues and are sus- 
ceptible to the same types of vulnerabilities. 

We have also shared the KYC policy that we have discussed that 
the Private Bank issued in September 1997, and finally, the re- 
cently issued new anti-money-laundering policy for all of Citigroup. 
It is our expectation that they will then share those policies with 
us as well. We will go forward with the presentation of a uniform 
best practices memo for all of the major international private banks 
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and then bring the regulators into the process again and make sure 
that everybody is in line with their expectations as well. 

Senator Cochran. Did you find any particularly troubling chal- 
lenges? You merged. For example, I think one of the companies 
that are now part of the Citigroup is Travelers Insurance Com- 
pany. 

Mr. Reed. Yes. 

Senator Cochran. After that transaction, you point out in the 
statement some changes that were made in regulations and policies 
and standards and education and training programs that were then 
extended to this new company. What can you tell us about the effi- 
cacy of that initiative? 

Mr. Reed. Well, I think what has happened. Senator, is that we 
have applied these standards that we have talked to across the en- 
tirety of Citigroup. 

Historically, most of the Travelers’ organizations were domestic 
United States in their orientation, and to some of them, the notion 
of money-laundering was in fact a new one, particularly in the con- 
text of the private banking and global flows, but, obviously, we are 
vulnerable there, too, particularly through Smith Barney, a broker- 
age firm that has international customers and that maintains of- 
fices where there are many offshore banking customers and the in- 
surance business. 

So what we have done is we have sort of raised the awareness. 
To most of the people involved, it has been new news. It has not 
been a subject that they had been related to before, and I think 
what it has done is it’s created a uniform set of policies and proce- 
dures across the company and it makes sure that our standards are 
company-wide and not specific to one institution or not another. 

Senator Cochran. Thank you. 

Senator Collins. Thank you. Senator Cochran. 

Mr. Reed, I want to go back to the conversation that Senator 
Levin asked you about which occurred the day after Mr. Salinas 
was arrested, and I want to direct your attention to part of the dis- 
cussion about what to do with his accounts. ^ 

Mr. Salmon says, “I don’t think that if we move it from London 
to Switzerland, London will be able to destroy its records.” Sarah 
Bevan responds, “No, that’s right. You’d see a transfer.” Mr. Salm- 
on, “So I don’t know what would necessarily be gained by moving 
everything to Switzerland.” Mr. Salmon, “OK, fine. Then my feeling 
is this. I don’t think you’re going to be able to wipe out the history 
of London. ... I personally don’t see any benefit in moving it, in 
moving it to Switzerland.” 

Your reaction was the same as mine. You said this is wrong. 

Mr. Reed. Correct. 

Senator Collins. But the conclusion that I draw from this con- 
versation is the Citibank officials involved were not discussing 
whether it was right or wrong. They were discussing whether it 
would work or not, whether it was feasible, and they only aban- 
doned the idea of transferring the funds from London to Switzer- 
land when they realized it would not erase the evidence of the 
transfer. Do you think that is a fair conclusion for me to draw? 


^See Exhibit No. 18 which appears in the Appendix on page 151. 
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Mr. Reed. That is a fair reading. I would like to be charitable 
to think that had they found that it would work, that they would 
have had second thoughts, but that’s supposition. 

This is a level of immaturity and judgment that is simply not ac- 
ceptable. I mean, this kind of thought — I mean, when you have a 
problem, you have a problem, and this idea of how can you hide 
the problem and obfuscate the facts is simply unacceptable, period. 
There is no excuse for it. 

Senator Collins. My final question for you is this. In retrospect, 
when you look at the 3 or 4 years of audit reports that raised a 
lot of red flags, some of them giving very poor audit reviews, very 
poor scores, that repeatedly identified a risk of money-laundering 
exposure for the bank, do you think that Citibank acted aggres- 
sively enough to address the problems that were being identified 
over and over and over again by these audits? 

Mr. Reed. Senator, again, 20/20 hindsight, obviously I would pre- 
fer not to be here talking about this, and so you would say obvi- 
ously I wish we had been more aggressive, cleaned it up more 
quickly, but I have to be honest. As I said in my comments at the 
beginning, the thrust of these bad audits, unfortunately, was not 
limited simply to money-laundering problems and failure to follow 
procedures. We had a more generalized set of control problems that 
involved how we managed money and customer accounts and a 
whole variety of things that really was at the core of our ability to 
operate effectively. 

I think that we can be legitimately criticized that it wasn’t done 
maybe a year earlier, but for an organization of our size, I think 
you were always talking about a couple of years. So I wouldn’t jus- 
tify three, but given the nature of the problem, the number of peo- 
ple involved, the degree to which there are going to have to be cul- 
tural changes and the leadership required, I think it is fair to say 
that I understood even as we got into this that it was going to be 
a multi-year process. 

Mr. Musi. I think another point that needs to be made. Senator, 
is that during that same time period, the regulatory guidelines and 
expectations were evolving as well, as everybody tried to get their 
arms around this issue and define best practices. It was during 
that period, post-Salinas, that the Fed ultimately issued their 
guidelines on private banking. It was during that period that the 
Private Bank working with the regulators developed its KYC policy 
and its overall anti-money-laundering program. So a lot was hap- 
pening at that time, and I think the point that Mr. Reed made be- 
fore about audits being a lagging indicator, the positive audit re- 
sults that we achieved throughout 1998 are clearly the result of the 
efforts that we took during the latter part of 1996 and throughout 
1997. 

Senator Collins. I do want to acknowledge that, clearly, there 
has been significant improvements, and I think in the interests of 
a complete record, it is important that that be noted. 

Senator Levin. 

Senator Levin. In 1995, that telephone conversation shows that 
the first reaction of your people was how do we continue to hide 
Salinas’ money, how do we move Salinas’ money, and you very 
forthrightly just indicated that that is unacceptable behavior. 
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Yet, in 1998, September, we have the Abacha situation. Now, you 
have Nigeria seizing funds from General Abacha’s relatives and his 
associates, and the Private Bank, your Private Bank, actually lent 
his sons $39 million in order to transfer that money from London 
to a Swiss account and elsewhere. That represents the approval of 
that overdraft.^ 

It seems to me in principle you have got the same kind of reac- 
tion. You have got the Nigerian officials saying this money is cor- 
rupt and we are seizing it from General Abacha, who had, I be- 
lieve, died in an airplane crash a couple years before. You have got 
the Private Bank going out of its way to help those sons move $39 
million. It is actually lending those sons money in order to accom- 
plish that. 

There was a time deposit. It was not yet due. So the bank lent 
the sons the money until the deposit was due and then reimbursed 
themselves. Is that appropriate conduct? Is that conduct you be- 
lieve meets your current standards? 

Mr. Reed. Senator, I don’t know. Until I heard this today, this 
afternoon, I had not heard of this particular transaction, and you 
would have to understand the context. I mean, if you want to pose 
it as a strictly theoretical question, taking only what you have said 
as the fact situation, then the answer is self-evident. I don’t believe 
that was the circumstances. 

Mark, do you know anything about this? 

Mr. Musi. Yes. Actually 

Senator Levin. Let me just correct my factual predicate here. Ap- 
parently, it was not an airplane crash. He had died of a heart at- 
tack in June 1998, General Abacha, so just to correct that part of 
the premise. 

Mr. Musi. Thank you. Senator. 

Senator Levin. Not that it changes 

Mr. Musi. That doesn’t change the answer I am about to give. 

In terms of this situation, we found ourselves in effect between 
the proverbial rock and a hard place. We had already made a deci- 
sion to exit the relationship because of the nature of the client, and 
we had been executing that exit strategy. And actually, this move- 
ment of funds was in support of that exit strategy. Clearly, we 
wanted to segregate our ties with these clients as quickly as pos- 
sible, and to facilitate that process, we allowed the loan to be set 
up, the money to be removed from the bank. Then we had clear 
ownership of the relationship, and it expedited our exit strategy. 

We didn’t have a basis at the time from a legal point of view in 
contacting our people to freeze the assets because we were not in 
the position to do so. So, in carrying out the exit strategy, this was 
the transfer of funds to facilitate that. 

Senator Levin. They requested these funds; is that correct? 

Mr. Musi. As part of our exit strategy. 

Senator Levin. Well, according to this, the client had requested 
the remittance of the funds. 

Mr. Musi. Well, that’s what 

Senator Levin. Is that your exit strategy, or is it their strategy 
to hide those funds? 


^ See Exhibit No. 16 which appears in the Appendix on page 148. 
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Mr. Musi. No. It’s their exit strategy to remove themselves. It’s 
our exit strategy to move them out of the bank, and this is the 
process that we used to move that process along. 

Senator Levin. To move to a Swiss bank where it would be more 
secret? 

Mr. Musi. That’s their choice as to where they want to take their 
business, Senator. 

Senator Levin. Let me just make sure I understand this. The ini- 
tiative to do this was your initiative or their initiative? 

Mr. Musi. Working with the client, we contacted them and told 
them that we wanted to sever our relationship. As part of that 
process, we allowed this transfer to go through so that we could to- 
tally sever the relationship as quickly as possible. 

Senator Levin. And whose initiative was it? Who initiated it? I 
know you were working with them, but I mean who initiated this 
transfer? 

Mr. Musi. I don’t know who actually spoke to the client. 

Mr. Reed. Senator, if I understood 

Senator Levin. No. I want to know did you initiate it or did the 
client initiate it. 

Mr. Reed. It sounds — if what I understand — it sounds as if we 
had made a decision that we wanted to exit these relationships. We 
approached the customer telling them that. They said — and we had 
a time deposit which as you point out didn’t mature, and appar- 
ently, in order to get them out of the bank, we chose to allow them 
to break the time deposit. It sounds to me as if we initiated it. 

Senator Levin. But the bank still had $17 million in deposits 
after this; is that correct? 

Mr. Reed. I don’t know. 

Senator Levin. Do you know, Mr. Musi? 

Mr. Musi. I am aware of that, yes. 

Senator Levin. That is correct; is that right? 

Mr. Musi. Yes. 

Senator Levin. So you were not terminating your relationship. 
You were maintaining 

Mr. Musi. No. 

Senator Levin [continuing]. Seventeen million dollars. 

Mr. Reed. No. We had made a decision to exit. The process by 
which you do that has to take — depending on the nature of the de- 
posits and so forth and so on takes time, but there was no ambi- 
guity about the decision. 

Senator Levin. Did they know that, that you had reached 

Mr. Reed. Obviously so or they wouldn’t have been willing to 
make this move. 

Senator Levin. It is not so obvious as to why they made the 
move because Nigeria was grabbing their resources and their as- 
sets. So, when you say that they initiated or they knew of the 
move, that you were motivating this move, that is very different 
from what the facts were on the ground which was their assets in 
Nigeria were being seized, and they, according to this document 
here, initiated this request for the transfer of money and for the 
overdraft. Now, that is what that indicates. 

Mr. Reed. Mark, did we ask them to move this money? 
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Mr. Musi. We had already contacted the clients and informed 
them of our exit strategy. 

Senator Levin. All right. You have also received some advice 
from Mr. Rogers who is in charge of the Bongo accounts. Your top 
manager in Africa said the following, that you should he very care- 
ful about closing the Bongo accounts in 1998 because — now, this is 
1998, so your 1997 initiative is supposed to have been underway — 
but here is what he says in 1998 in an e-mail, November 6, “What- 
ever internal considerations we satisfy, the marketing fallout is 
likely to be serious.” ^ That is what he says will happen if you close 
the Bongo accounts. I do not think your new policy has taken hold 
of Mr. Rogers in November 6, 1998, has it? 

Mr. Reed. Doesn’t sound like it, but. Senator, let me say some- 
thing. I have been in the business 35 years. I have never ever en- 
countered a circumstance where our dealings with a customer as 
an individual account had repercussions in terms of our franchise. 

Now, I am sure there are junior officers within Citi in the field 
who worry that if you are dealing with a minister of finance or a 
president or somebody in the central bank and that we make a de- 
cision about their personal account that there might be some dan- 
ger that the banking business of the overall company can be im- 
pacted, and that is sort of the thrust of what is said here. Never 
have I experienced that. I have dealt with ministers of finance, 
heads of state, so forth and so on around the world. I have dealt 
with franchises that were at risk. I have opened. I have closed. I 
have never in my experience found any linkage. 

So the concerns that people might represent as they have here 
in terms of potential linkage between how you handle an individual 
account and the bank’s business in the country may exist in the 
minds of some junior people, but it has never in my experience 
been a problem for us. 

Senator Levin. Well, that is not the point of the question, 
though. The point is he is saying do not close these accounts or be 
very careful before you close them because this could have an effect 
on — and these are his words 

Mr. Reed. On our franchise in the country. 

Senator Levin. And on your marketing. 

Mr. Reed. And I am simply saying I have never experienced 
that. 

Senator Levin. And on your marketing. 

Mr. Reed. Yes. 

Senator Levin. And my question to you is, whatever the effect 
is of closing an account which should not be open, shouldn’t it be 
closed? 

Mr. Reed. Obviously so. 

Senator Levin. So then he did not get the point of your 1997 pol- 
icy. 

Mr. Reed. He didn’t get the point. That’s correct. 

Senator Levin. I think I am out of time. I have just a couple 
more questions. My red light is on. 

I think what we have to face is whether or not our banks should 
make money off deposits which are the result of dirty money, either 


^ See Exhibit No. 15 which appears in the Appendix on page 147. 
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corruption, looting a treasury, bribes. Those are not specifically 
identified in our current money-laundering laws, but I think you 
would agree that that is dirty money. 

Mr. Reed. I sure would. 

Senator Levin. And the question that I think we have to face is 
whether or not our banks are going to profit off those kinds of de- 
posits, even though other countries’ banks might. 

You talked about international standards, and I think it is a fair 
question because we would hope that everybody would in the world 
would be bound by the same rules, but they are not. It is not true 
when we sell weaponry either. There is a lot of things we will not 
sell that other countries will sell, and my question 

Mr. Reed. Senator, I don’t think there is any significant profit 
in the American banking system from such funds. 

Senator Levin. My question, though, is this. Would you agree 
that we should treat corrupt money, which comes from bribes, or 
looting a treasury, in the same way that we treat, for instance, 
drug money? 

Mr. Reed. Surely. Obviously so. 

Senator Levin. Good. Because that would require a change in the 
law, and we are considering some changes in laws which I am 
drafting and I have shared with the Majority. They have not had 
an opportunity, because it is still very much in flux, obviously to 
review what that draft is, but I would hope that you and your col- 
leagues in the American banking industry will take that position 
that money-laundering is a serious and growing problem, that we 
cannot condemn corruption without being sure that our banks do 
not profit from corruption abroad. 

We thought we had made some progress in 1986. We have a long 
way to go. You folks, I think, thought you had made some progress 
when you issued your regs in 1991 and 1992, which were ignored 
until 1997, and then you have tightened up your internal rules, 
hopefully, now, despite the 1998 review of the Federal Reserve. You 
are on track to making sure that you do not profit from accounts 
which are the result of dirty money or money-laundering or corrupt 
funds. 

I really hope that you will read all of the testimony today, the 
part that you did not see or witness, because I think that it will 
reinforce hopefully some determination to end practices where your 
bank or any bank will profit from dirty money. And we need to en- 
list the support of the American banking community in ending this 
because it is intolerable that our banks that we put so much con- 
fidence in should profit in any way from money which is either ille- 
gal drug money or the product of looting a national treasury or the 
product of corruption or bribery. 

Mr. Reed. Senator, I think as I indicated in my opening state- 
ment that we share your interest. I think the regulators do, too, 
and they have been, as apparently you are, working on trying to 
formulate how we can do this. 

I would like to repeat, however, because I just feel I should, on 
behalf of Citi, but on behalf of all the banks in the United States, 
this is a problem. This is a problem that must be addressed. I do 
not believe that either my bank or the American banks in general 
have any significant amount of this money with them. That isn’t 
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zero, but you would not notice it in the third decimal place of their 
earnings. It simply is not a big factor in the banking practice to the 
best of my knowledge of any American institution. 

Senator Levin. I hope that message gets to your people because 
you see in the response to the possible closing of accounts that your 
people who are running your Private Bank are saying, “Whoops, 
wait a minute. That could affect our deposits.” So I hope that last 
message gets through to your folks. 

Mr. Reed. I share your view. 

Senator Collins. Mr. Reed, I want to thank you and the other 
members of Citibank who testified today not only for your testi- 
mony, but also for your cooperation with this probe. I realize that 
the money-laundering problems that we have discussed are not 
unique to Citibank, and I understand that this obviously was not 
pleasant to have this kind of scrutiny on your operations. Never- 
theless, I think that the Subcommittee has identified some very 
troubling and serious concerns, and I hope that as with the Salinas 
case, which you described as a learning experience, that the testi- 
mony before the Subcommittee will also further advance that 
learning experience of all those at Citibank. 

Mr. Reed. Madam Chairman, thank you. 

Senator Collins. At this point, the hearing is now recessed until 
1 p.m. tomorrow afternoon. 

[Whereupon, the hearing was recessed, to reconvene at 1 p.m., 
Wednesday, November 10, 1999.] 
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DERING: A CASE STUDY OF OPPORTUNITIES 
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WEDNESDAY, NOVEMBER 10, 1999 

U.S. Senate, 

Permanent Subcommittee on Investigations, 
Committee on Governmental Affairs, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 1:05 p.m., in room 
SD-628, Dirksen Senate Office Building, Hon. Susan M. Collins, 
Chairman of the Subcommittee, presiding. 

Present: Senators Collins and Levin. 

Staff Present: K. Lee Blalack, II, Chief Counsel and Staff Direc- 
tor; Mary D. Robertson, Chief Clerk; Glynna Parde, Chief Investi- 
gator and Senior Counsel; Linda Gustitus, Minority Staff Director 
and Chief Counsel; Elise J. Bean, Minority Deputy Chief Counsel; 
Robert L. Roach, Counsel to the Minority; Claire Barnard, Detailee/ 
HHS; Carl Gold, Congressional Fellow; Robert Slama, Secret Serv- 
ice Detailee; Regina Keskes, Intern; Ryan Blalack, Intern; Frank 
Brown (Senator Specter); Julie Vincent (Senator Voinovich); Anne 
Bradford (Senator Thompson); Marianne Upton (Senator Durbin); 
Jonathan Gill, GAO detailee (Senator Lieberman); and Shelly 
O’Neill (Senator Akaka). 

OPENING STATEMENT OF SENATOR COLLINS 

Senator Collins. The Subcommittee will please come to order. 

This afternoon the Subcommittee continues its investigation of 
the complex and confidential world of private banking and its 
vulnerabilities to money laundering. Yesterday we heard disturbing 
testimony which indicated that private banks, because of their will- 
ingness to ensure secrecy, may be very attractive to criminals who 
want to launder money. Our hearings described the nature of pri- 
vate banking and the degree to which private banks market secrecy 
to their very wealthy clients, a service that, while beneficial for 
many legitimate customers, is also appealing to criminals who 
want to hide their dirty money. 

Private banks frequently help their clients move enormous sums 
of money in a fashion that obscures the client’s relationship to the 
funds, even from the private bank’s own employees. The Sub- 
committee’s investigation found that private banks routinely use 
code names for accounts, concentration accounts that disguise the 
movement of client funds, and offshore private investment corpora- 
tions located in countries with strict secrecy laws, so strict, in fact, 

( 71 ) 
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that there are criminal penalties in these jurisdictions for dis- 
closing information about the client’s account to banking regulators 
in the United States. 

Yesterday we also received testimony from Citibank private 
bankers, their supervisors, and the bank’s chairman about 
Citibank’s handling of several private bank accounts. That testi- 
mony highlighted in striking detail the reputational and legal risks 
that banks can encounter when they fail to collect and document 
information about their client’s source of wealth and, just as impor- 
tant, when they fail to monitor those clients’ accounts for sus- 
picious activity. 

Today we turn our attention to some of the broader policy issues 
related to how private bankers do business and the implications of 
those business practices for our banking system and for Federal 
regulators. We will also receive an insider’s perspective of how pri- 
vate banks operate from a former private banker who is now in 
prison for money laundering. We will also hear from a noted schol- 
ar who will discuss the problems related to the movement and 
flight of capital, both legal and illegal. Finally, we will discuss with 
banking regulators their growing concerns about private banking’s 
susceptibility to money laundering and the obstacles that they face 
in conducting effective oversight. 

I look forward to receiving the testimony of our witnesses today, 
and at this time I would like to recognize Senator Levin, who initi- 
ated this investigation, for any opening comments that he might 
have. 

Senator Levin. 

OPENING STATEMENT OF SENATOR LEVIN 

Senator Levin. Thank you. Madam Chairman, and thank you 
again for your very strong support and the very important assist- 
ance that your staff has given in this joint effort. 

Yesterday, as you indicated, we looked at a case study of 
Citibank private banking and saw the largest American bank with 
the greatest resources at its disposal and pretty good policies in 
theory find itself the bankers to a rogues’ gallery of clients. 

Citibank had Raul Salinas of Mexico, about whom the bank had 
absolutely no written documentation or verification on the source 
of his wealth, despite Citibank policies to the contrary and for 
whom the bank concocted an elaborate structure of secrecy. 

Citibank had Asif Ali Zardari of Pakistan as a client, even 
though John Reed, the CEO of the bank, had been advised by his 
own Citibank staff to stay far away from him because of allegations 
of corruption. 

Citibank had Omar Bongo of Gabon as a client, with a private 
banker who said he never once asked Mr. Bongo about the source 
of his wealth, despite bank policies requiring him to do so. 

And Citibank had the sons of Sani Abacha from Nigeria to whom 
the bank, after the country of Nigeria began a public corruption in- 
vestigation into General Abacha, lent $39 million so that the sons 
could remove into a more secret place $39 million from a certificate 
of deposit without penalty. 

Those are the deeply troubling stories that we heard yesterday. 
Citibank argues that was then and this is now, and the operation 
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of the Private Bank has changed considerably in the last few years. 
But the actions with respect to Mr. Bongo and the Abacha sons oc- 
curred in 1998, and it was just last year when the Federal Reserve 
told Citibank board members that the Private Bank had “signifi- 
cant weaknesses in internal controls that exposed Citibank to ex- 
cessive legal and reputational risk.” It also conveyed concern about 
the “length of time,” in their words, that the Private Bank was tak- 
ing to correct deficiencies and the “relative slowness of progress,” 
again, in the words of the Federal Reserve. 

Because it was only 6 months ago that the Federal Reserve lifted 
the requirement that the board’s Audit Committee review Private 
Bank issues on a quarterly basis, the best that I am able to say 
is that not only is the jury still out, it just went out on the changes 
that have occurred at Citibank with respect to private banking. 

I hope the changes take hold and become a model for all banks 
worldwide. But given the track record, strong policies in 1991 and 
1992 in Citibank which didn’t take hold, and no action taken to en- 
force those policies with resources and determination until 1997, 
and given the sad state of affairs in case after case that we re- 
viewed in this investigation, it will take a large and steady dose 
of due diligence with respect to enforcing their own policies in all 
corners of the Private Bank to change the actual conduct of 
Citibank’s Private Bank. 

Our investigation has taught us that through the private bank- 
ing system U.S. banks are too often conduits for dirty money. That 
is because due diligence has not been effective, and I believe that 
is in part because there is no specific requirement for due diligence 
in law; because predicate crimes for money laundering are insuffi- 
cient since they don’t explicitly include foreign corruption or bribes; 
and because private banks have secrecy tools made available to the 
wealthy to operate secret accounts in secret corporations and secret 
jurisdictions. I will be introducing legislation later today that ad- 
dresses these and other issues raised during the course of the in- 
vestigation. 

Among some provisions of the legislation would be prohibiting 
the opening or maintenance of an account by U.S. banks for a for- 
eign entity unless the owner of the account is identified on a form 
or record maintained in the United States. This will make sure 
that there will be documentation in the United States of the bene- 
ficial owner of any account managed in the United States, just as 
there is now for U.S. companies and entities. It will include a pro- 
hibition on the use of concentration accounts for individual ac- 
counts without earmarking the funds to the client. It would include 
a statutory requirement for banks to conduct due diligence, and 
add crimes of bribery, kickbacks, fraud, and corruption in foreign 
countries as crimes for which money laundering applies. I was 
pleased yesterday to hear that Mr. Reed will support a legislative 
change to make foreign corruption and bribes criminal offenses for 
which U.S. money-laundering laws would apply. 

Today we will be hearing, as our Chairman indicated, from Anto- 
nio Giraldi, a former private banker to American Express, Bankers 
Trust, and Citibank. Mr. Giraldi was the subject of a landmark 
case in the private banking industry in which he was convicted of 
money laundering or engaging in similar practices that we talked 
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about yesterday with respect to Citibank. Giraldi’s private bank cli- 
ent, however, turned out to be a drug trafficker, and a jury found 
him guilty of willful blindness with respect to that fact. He is now 
serving 10 years in Federal prison. 

We will also hear from Raymond Baker, an economic scholar at 
Brookings, who has traveled the globe talking to bankers, business 
people, and financiers, learning about how dirty money moves 
around the globe. And, finally, we have representatives from the 
Federal Reserve and the Office of the Comptroller of the Currency, 
the regulators of the private banks which are the subject of this in- 
vestigation. 

Again, I want to thank you. Madam Chairman, for your support 
and your leadership. 

Senator Collins. Thank you. Senator Levin. 

Pursuant to Rule XIV of the Permanent Subcommittee on Inves- 
tigations Rules of Procedure, the Citibank requested yesterday 
through its counsel that a series of questions be directed by the 
Chairman or other members to the Subcommittee’s investigative 
staff. At my direction, the Subcommittee staff has answered these 
questions in writing, and without objection, the questions and an- 
swers will be made available to the public as well as included in 
the printed hearing record.^ 

At this point I would like to swear in our first witness today. He 
is Antonio Giraldi. He was a private banker before he was con- 
victed of money laundering in 1994. Mr. Giraldi joined Citibank as 
a private banker in 1986 where he was supervised by Amy Elliott, 
who testified before the Subcommittee yesterday. In 1988, he joined 
Bankers Trust and later became senior vice president for American 
Express Bank International. 

Do you swear that the testimony you are about to give to the 
Subcommittee will be the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Mr. Giraldi. I do. 

Senator Collins. Thank you. Mr. Giraldi, you may proceed. 

TESTIMONY OF ANTONIO GIRALDI, ^ FORMER PRIVATE BANK- 
ER, CURRENTLY IN FEDERAL PRISON FOR MONEY LAUN- 
DERING 

Mr. Giraldi. Madam Chairman, Senator Levin, and Members of 
the Subcommittee, good afternoon. My name is Tony Giraldi, and 
I am here today to talk with you about the international private 
banking culture and its vulnerabilities to money laundering. I 
would like to share my personal experiences during my career as 
a private banker at three financial institutions and the experiences 
of my many colleagues and friends within the industry. 

I was born in Japan and raised in Latin America, as my father 
was a senior executive with Bank of America until his retirement 
when he became the CEO of the Latin American Export Bank. As 
Americans, my parents were very proud of their country and sent 
me back here for my schooling at Culver Military Academy, Baylor 
University, and Georgetown University Graduate School. I began 


^ See Exhibit No. 25 which appears in the Appendix on page 204. 

2 The prepared statement of Mr. Giraldi appears in the Appendix on page 1003. 
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my banking career in 1981. I became a private banker in 1986 with 
Citibank and later worked as a private banker at Bankers Trust 
and American Express. 

For decades, U.S. financial institutions have catered to wealthy 
non-residents following closely the patterns of their counterparts 
abroad in this lucrative field. Forecasters estimate that wealthy in- 
dividuals will have tens of trillions of dollars to invest by next year, 
representing billions of dollars in potential revenues for financial 
institutions worldwide. The forecasters also predict the amount of 
funds laundered in the trillions of dollars and growing dispropor- 
tionately to legitimate funds. 

For generations, this highly competitive international private 
banking industry has managed the assets of the world’s wealthiest 
individuals, many of whom earned their wealth legitimately and 
made legitimate use of the system. Unfortunately, with recent 
growth of criminal enterprises, political corruption, and narcotics 
trafficking over the past several years, the culture and services pro- 
vided by financial institutions has become extremely vulnerable to 
illegal activity. Unless these vulnerabilities are corrected, private 
banking systems will become increasing targets of opportunity for 
tainted funds. 

I have personally experienced the culture which our financial in- 
stitutions apply in recruiting international assets. I would charac- 
terize this culture as “don’t ask, don’t tell.” This has allowed money 
launderers to significantly penetrate banks and brokerage firms. 
Money launderers have become more sophisticated and have 
learned to use private banking products to their advantage. They 
no longer need to carry Samsonite suitcases of cash into our U.S. 
banks here and abroad. Instead, they utilize financially savvy rep- 
resentatives who take advantage of the products and services that 
private banks aggressively market. These products and services 
can be used to legitimize them and their businesses and to often 
gain respectability. 

In my experience and the experience of many of my colleagues, 
private bankers are encouraged by managers at many levels to pro- 
mote lucrative products and services. There is little, if any, regard 
for the evaluation of where the business is coming from or where 
it has been. 

There were many ways to pursue clients. At one organization, I 
witnessed private bankers making cold calls on prospects whose 
names were taken from a target list compiled by managers with lit- 
tle or no verification of source of funds. For many private bankers, 
the fact that this list was supplied by upper management was un- 
derstood to mean that these prospects had the approval of the orga- 
nization and should be signed up. 

Although it only happened infrequently and is even less likely 
today, relationships were sometimes established through walk-ins. 
This is a term that refers to foreign individuals not known to the 
bank who appear or call at the private bank seeking its services. 

At one institution, on two different occasions my superiors were 
willing to accept walk-in prospects who proposed to fund new rela- 
tionships with $50 million. 

A referral was considered as validating the acceptability of a new 
relationship, even though the integrity of the referral source was 
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seldom questioned. The source of funds in most cases is taken at 
face value as presented by the prospects and not verified. 

The training and guidance by senior managers that I experienced 
was minimal and focused primarily on cash transactions. Over the 
years, wire transfers between financial institutions have become 
the most commonly used vehicles to move tainted funds. Financial 
institutions contribute to this process by transferring funds 
through concentration accounts which contribute to the road blocks 
presented in money-laundering investigations by separating funds 
from a client’s identity. 

The foundation and selling point of the international private 
banking culture is secrecy. Overseas units of banks domiciled in 
countries where bank secrecy laws prevail stress secrecy to local 
and foreign clients in order to maintain a competitive position. 
They offer products and employ practices that facilitate secrecy. 

While legitimate clients utilize these services, they can also be 
utilized by criminal elements. For example, two products which 
promote secrecy are private investment companies and trusts. 
These entities create layers that obscure the identity of the bene- 
ficial owner of the funds through the use of shell corporation and 
secrecy laws. By layering, I mean the use of multiple offshore com- 
panies. The use of these products can be an impediment to law en- 
forcement. 

It has been common practice for private bankers to employ prac- 
tices in their daily activities that promote secrecy. For example, 
sometimes they talk to their clients in codes when discussing trans- 
actions. Most of the time private bankers travel as tourists so the 
authorities will not know that they are visiting clients on business. 

One reason offered for that practice is to protect the clients’ iden- 
tities from criminals who might do them harm. However, another 
possible result is that they do not want the authorities to discover 
that their clients are participating in capital flight. 

In addition to the fiduciary vehicles managed by bank trust com- 
panies, some of the more common products developed by private 
banks, which vary from bank to bank, are portfolio management, 
credit, and real estate. The courting and marketing of political fig- 
ures, government officials, military leaders and their families, and 
close associates has been common in the past with some financial 
institutions. These types of clients are the most difficult in deter- 
mining the source of funds. 

In the past, relationship managers were far more concerned with 
appearance than with substance when it came to issues of due dili- 
gence and what would later become the Know-Your-Client doctrine. 
If an acceptable level of due diligence could be fashioned with the 
guidance and encouragement of senior management, then the rela- 
tionship managers would have done his or her job. 

To the best of my knowledge, no relationship managers known 
to me consciously attempted to legitimize what was known or be- 
lieved to be proceeds of specified unlawful activity. However, no 
one seriously attempted to determine the actual origin of a client’s 
funds. Our world, the international private banking culture, was 
all about playing the new deposits game the way that our senior 
management insisted we play it, about being rewarded by them 
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when we succeeded and about being too naive to realize how dan- 
gerous a game we were playing. 

A money launderer can utilize the products and services de- 
scribed above to conceal his true identity and his funds. This fact, 
coupled with the demise of the recently proposed Know-Your-Client 
regulations, and the arrival of a whole new generation of cyber- 
savvy money launderers has compounded the difficulties faced by 
Federal law enforcement agencies and the Justice Department and 
bodes ill for their efforts to combat to evils associated with money 
launderers and their activities. 

If the issue of money laundering is to be addressed effectively, 
U.S. financial institutions at every level must interface with Fed- 
eral law enforcement agencies. U.S. financial institutions must ef- 
fect fundamental changes in their prevailing international private 
banking culture and product base. Senior bank managers must im- 
plement supervisory procedures designed to identify rogue relation- 
ships and relationship managers who manipulate international fi- 
nancial resources and activities for their own personal gains. 

Unless U.S. financial institutions move to make corrections in 
their vulnerabilities, the managers of international criminal enter- 
prises will continue to use a highly imaginative and flexible bank- 
ing system along with its products to handle the proceeds of their 
illicit operations and to legitimize themselves in the eyes of the 
international business community. 

U.S. financial institutions should no longer succumb to the estab- 
lished yardstick, “If we don’t accept this account, our competitors 
will.” Thank you. 

Senator Collins. Thank you very much. 

We received comments from some banking officials, particularly 
at Citibank, that suggested that private banking really wasn’t any 
more vulnerable to money laundering than other kinds of banking, 
than retail banking, than correspondent banking. 

Based on your experience being involved in private banks in 
three different institutions, do you believe that private banking is 
particularly susceptible to money laundering? 

Mr. Giraldi. I think it is more vulnerable than other banking 
services in that the main focus is one of secrecy and confidentiality, 
and the primary establishment of the relationship is done offshore. 
Although many of the investments can be done here in the United 
States, the actual foundation for the relationship is kept offshore. 
And the way that the marketing effort is done in many cases is one 
of promoting secrecy. So I do believe it is more vulnerable because 
those individuals who are looking for a secrecy element in their 
banking relationship will go to a private banker versus going to 
correspondent banking or regular banking services. 

Senator Collins. One of the striking aspects of the Subcommit- 
tee’s investigation into this area is that Citibank had a lot of proce- 
dures, regulations, policies in place that should have prevented the 
problems with the case studies that we highlighted yesterday. And 
yet what seemed to be taking place was a culture that, in fact, en- 
couraged non-compliance with all those regulations, with all those 
policies. 

And as you described the culture as a “don’t ask, don’t tell” cul- 
ture in which there was little, if any, regard for the evaluation of 
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where the business was coming from, it seems to me that what we 
have in too many situations is a policy of deliberate ignorance, of 
not wanting to go behind where the money was coming from, of not 
wanting to ask the hard questions because of concerns that the 
business would be lost or would have to be turned down. 

Is that an accurate impression? 

Mr. Giraldi. I believe they would — most private bankers are not 
deliberately not trying to locate the source of funds, but following 
a culture that is already in place. So I don’t think that their pur- 
pose is to go out and look for clients regardless if the funds are 
tainted. I mean, I believe that most private bankers that work with 
reputable institutions would not accept a client that they had signs 
of bringing assets to the institutions that were from illegal sources. 

But I do believe that they don’t go a step further because that 
is the way that the culture has always been. It is not necessarily 
because they are afraid that they will find something they don’t 
want to look for, but that their practices have been to acquire de- 
posits and to acquire investments and to maintain accounts and re- 
lationships for many, many years, and sometimes for generations. 
And so they follow the culture, which is just “do as much as you 
can so that on the surface it appears like you are asking the right 
questions,” but don’t go a step further than that. 

Senator Collins. In the three financial institutions for which 
you worked, how much emphasis was placed on following Know- 
Your-Customer regulations and of finding out the source of funds? 

Mr. Giraldi. Well, there was very little training on Know-Your- 
Customer regulations. Most of the training that we had was based 
on cash transactions and being aware and sensitive to individuals 
who might deposit large amounts of cash in the bank. And in the 
world of private banking, we have very little of that. Most of our 
accounts and our business is conducted through wire transfers and 
transfers from other institutions. 

I believe that there was very little training at the institutions 
where I worked, and especially when it came to money laundering. 
The only training that we had was related to what is set by the 
Bank Secrecy Act, which involved cash transactions, but no train- 
ing on how to identify an individual that might be suspicious or to 
go beyond asking the individual — if a prospective client gives infor- 
mation relating to their businesses, that was generally enough, and 
nothing in the training to say, “go beyond that, do more investiga- 
tions, go research where the businesses are.” I mean, it was just — 
it stopped at the questioning level, which obviously is not suffi- 
cient? 

Senator Collins. Did your supervisors at any of the three insti- 
tutions ever emphasize to you or to your colleagues any concerns 
that they might have about the bank being used to launder money? 

Mr. Giraldi. [Nodding head up and down.] 

Senator Collins. The reason I ask this is part of the way you 
influence the culture of a bank is when the high-level executives 
make very clear that it’s a priority for the bank to avoid being ex- 
posed to the risk of money laundering. And if there isn’t training 
going on and if there aren’t repeated directives, then the culture 
doesn’t change. 
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So I am curious, in your time as a private banker at the three 
institutions for which you worked, whether there was a priority put 
by your supervisors, by other executives in the bank, directed to- 
wards minimizing the bank’s risks in this area? 

Mr. Giraldi. I believe that the supervisors followed the culture 
as much, if not more than, the relationship managers. Those indi- 
viduals were the ones who gave the guidance and the encourage- 
ment to the more junior officers on how to establish relationships. 

My experience has been that many senior managers would take 
greater risks than the junior individuals on the team. 

Senator Collins. You mentioned in your testimony that at times 
private bankers posed as tourists in order to avoid saying that they 
were going into a country for the purpose of meeting with wealthy 
clients. 

Were you ever instructed to pose as a tourist to undertake that 
kind of deception? 

Mr. Giraldi. It was more than posing as a tourist. It was the 
standard procedure or the standard understanding for private 
bankers when traveling abroad in most countries, and in most 
cases with at least my experience in the financial institutions 
where I worked and friends and former colleagues that work at 
other financial institutions, is that they traveled as tourists, and 
when filling out the document at the customs area, they would 
mark the tourist square instead of the business square. 

And, as I mentioned, there are different reasons that could be 
that we — the possibilities of why we were trained to do that and 
why the culture called for that, and one was to protect the client 
in a country where he or she may be exposed to criminal activity 
or extortion or kidnapping because maybe our documents would get 
lost or the client accounts would get lost. 

And another possibility was that in some countries capital flight 
is not viewed favorably, and private bankers go to foreign countries 
to recruit capital flight and to meet with the clients who have 
taken billions of dollars out of the countries many times without 
the knowledge of their governments. 

Senator Collins. Senator Levin has mentioned that in some of 
the cases we have looked at, the proceeds that have been deposited 
into these accounts appear to be the result of corruption by govern- 
ment officials. Did your supervisors ever express any concerns to 
you about your obligation as a private banker to ensure that your 
foreign clients were complying with the laws of their countries or 
was it the opposite? 

Mr. Giraldi. When I asked about — when I initially began my ca- 
reer in private banking and asked the questions regarding the tax 
issues and the laws in the foreign country, we were told that it is 
best not to ask those questions of the client because it is not our 
responsibility as to if the client is complying with the tax issues or 
with any laws within their country. And this was standard at all 
the private banks and goes on today from my understanding with 
recent conversations with private bankers. Basically it is that we 
don’t want to know, and the feeling that I got was that we really 
didn’t want to know if the clients were complying with those issues. 

Senator Collins. Thank you. 
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Senator Levin, it is my understanding that we have about 8 min- 
utes left on the first vote that is going to be followed by two more. 
I don’t know whether you would like to start your questioning now 
or — that sounds fine. 

We will be in recess subject to the call of the Chair, but it will 
probably be a half-hour. We unfortunately have three consecutive 
roll call votes. 

[Recess.] 

Senator Collins. The Subcommittee will come to order. 

At this time I would like to call on Senator Levin for his ques- 
tions. 

Senator Levin. Thank you. Madam Chairman, and welcome, Mr. 
Giraldi. 

Mr. Giraldi. Thank you. 

Senator Levin. Roughly how many clients would a private bank- 
er such as you handle at any one time, typically? 

Mr. Giraldi. Well, it depended on the size of the individual unit 
in each institution. At one point I was part of a team that handled 
thousands of clients with assets in the billions of dollars, and in an- 
other institution it was somewhat smaller, with maybe a thousand 
clients and $500 million, and in another institution it was in a cou- 
ple of hundred clients. So it varies from institution to institution. 

Senator Levin. Private banks have had concerns about keeping 
files or records in the United States of a client’s offshore accounts. 
Is that true? 

Mr. Giraldi. Yes. 

Senator Levin. Tell us about that. What was the basis of that 
concern? And how strongly did they enforce that concern by trying 
to avoid having that kind of a paper trail? 

Mr. Giraldi. It was primarily a concern with the fiduciary vehi- 
cle product, such as the private investment companies and the 
trusts that were established offshore within each individual institu- 
tion’s offshore companies or trust companies. And when an indi- 
vidual had established what we call a PIC, or a private investment 
company, and a trust, the policy was not to have any linkage of the 
beneficial owner’s name to the offshore company or the trust in the 
United States. 

If you had a file that belonged to an individual PIC, that file 
would have only the PIC name and the transactions related to that 
private investment company or that trust. And there were trust of- 
ficers that were part of the trust company located in the United 
States in the major cities, in New York and in Miami, where there 
was a substantial amount of private banking business. And those 
trust officers would from time to time go into the files and review 
what they call compliance as to any linkage of beneficial owners. 
And if there was something in there, if there was a memorandum 
that somehow escaped a private banker or relationship manager 
that slipped into the file that had the offshore structure name on 
it, then they would get reprimanded. 

Senator Levin. Are you telling us, then, that if there was any 
evidence of what the reality was relative to beneficial ownership, 
the people in the trust department of these private banks would 
reprimand the person working in the bank who allowed that to 
happen? Is that what you are saying? 
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Mr. Giraldi. Yes, Senator. If there was evidence of the true iden- 
tity of the beneficial owner in that file that would link that indi- 
vidual to his or her offshore structure, that would call for a rep- 
rimand by the trust 

Senator Levin. And that was the reality. 

Mr. Giraldi. Yes. 

Senator Levin. The reprimand, then, of the private bank’s em- 
ployee would be for what was true. Is that right? 

Mr. Giraldi. Would be 

Senator Levin. In other words, what was in the file and what 
someone would be reprimanded for was true. 

Mr. Giraldi. Yes. 

Senator Levin. And it was accurate. 

Mr. Giraldi. Yes. 

Senator Levin. But it wasn’t supposed to be there in order to 
protect secrecy. Is that correct? 

Mr. Giraldi. Yes, Senator. 

Senator Levin. And private banks tout their secrecy, do they 
not? 

Mr. Giraldi. Yes. 

Senator Levin. It is not just something they respond to due to 
inquiries on the part of clients. They actually go out seeking clients 
or advertising for clients claiming that they have got the ability to 
keep secret the connection of that client to the account and thereby 
defeat legal process for that information. Is that correct? 

Mr. Giraldi. Yes. Secrecy is the fundamental element in most 
major private banking relationships with financial institutions. 

Senator Levin. And private banks push the secrecy aspects of 
their accounts, do they not? 

Mr. Giraldi. Many times a fiduciary vehicle is bank-driven rath- 
er than client-driven, and the establishment of the vehicle or of the 
offshore structure is done after a conversation where a client — for 
legitimate purposes, such as estate planning, their needs are deter- 
mined, and then, therefore, the private banker or the trust officer, 
if they are meeting with the client and the trust officer, structures 
the offshore structure. 

My experience has been that many clients are not familiar with 
the highly sophisticated offshore capabilities that financial institu- 
tions have, and so that the bankers, in essence, educate the clients 
on how to structure these vehicles. 

Senator Levin. Tell us about collateralized loans. How are they 
used? How are they vulnerable to money laundering? 

Mr. Giraldi. Well, credit facilities and the credit products are 
important products at many financial institutions for their private 
banking clients. One example, if a client comes to a relationship 
manager and needs his or her funds out of the portfolio for what- 
ever investment in their home country, rather than to liquidate the 
assets, the bankers and senior management encourage relation- 
ships managers to do this, will set up financial — will set up credit 
facilities where the client can receive whatever amount, up to a 
certain percentage of their portfolio which is used as collateral and 
pay a lesser interest rate on the loan than they are generating on 
their portfolio. And it is a way that the bank benefits because it 
is a revenue-generating product, and it is a way that the client 
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benefits in that they are — rather than to use their funds, their 
portfolio funds, they borrow funds from the bank. 

Senator Levin. And how does that help a client launder money? 
Is that cleaner money when you are using a loan from the bank 
than if you are using your own funds? 

Mr. Giraldi. Well, one thing that I have learned in the last few 
years is that — which I didn’t realize at the time that I was a pri- 
vate banker, is that potentially it can be very dangerous for a 
banking institution when someone is taking advantage of the cul- 
ture and of the products in that an individual who somehow gets 
into the banking system and wants to take advantage of that sys- 
tem as a money launderer can develop these products for their own 
benefit. And when it comes to credit, if a bank encourages a client 
to establish credit facilities, the money launderer will have come to 
the bank initially with one deposit, for example, let’s say, $10 mil- 
lion, and then they will borrow back — they will borrow $9 million, 
so all of a sudden they have an additional $9 million from the 
bank, which allows them to establish a business in their home 
country and sometimes to gain credibility and respectability in 
their communities. They may not have had that before the bank 
had offered this product to them. So they borrowed several million 
dollars. They buy a business in their home town, and then rather 
than to repay the loan with proceeds that are legitimate — usually 
the proceeds were not verified because it was 100 percent secured 
credit. They could use additional laundered assets to repay the loan 
back to the bank, and so this individual who came to the bank with 
$10 million has just laundered $30 or $40 million and can say I 
have a relationship with this bank, I have a credit facility, I have 
established a business in my home country, I am known now with- 
in the community as a business person that owns a legitimate busi- 
ness that might even be doing business with U.S. companies. And 
we as bankers have helped them in their metamorphosis of becom- 
ing more legitimate. 

Senator Levin. Of turning dirty into clean. 

Mr. Giraldi. Yes. 

Senator Levin. The way that happens, to summarize, the way 
you just described it, is $10 million in your example comes in in 
dirty money, is in the bank, the bank is making a fee off that. Is 
that correct? 

Mr. Giraldi. Yes. 

Senator Levin. Then they will lend money to that client, say $9 
million. They are making interest off that. Is that correct? 

Mr. Giraldi. Yes. 

Senator Levin. And the client then takes that $9 million and 
says, hey, I got a loan from X bank, which is a reputable bank, and 
the loan sounds clean because I have borrowed money from a bank, 
and then establish a business or whatever in his or her own coun- 
try with that loan, so that now they are established with clean 
money. 

Mr. Giraldi. Yes. 

Senator Levin. What you are saying is that a fully collateralized 
loan advantages the private bank because now they are making 
money both on the original asset as well as on the loan, and it is 
used by money launderers to clean dirty money. Is that correct? 
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Mr. Giraldi. Yes. 

Senator Levin. I think that this is one of the clearest examples 
of where a tool of a private bank which can be used legitimately 
can also be used illegitimately. 

Mr. Giraldi. Yes. 

Senator Levin. It is a very good example of how that is done, and 
it is something we are going to try to stop. 

Experts at your trial in the American Express case testified that 
everything you did with respect to the management of the Ricardo 
Aguirre account, which was the account for which you have been 
convicted of money laundering, was legal in the private banking 
world. Every specific action that you took, the testimony was, was 
legal. 

The only issue was whether or not you knew the source of Mr. 
Aguirre’s money was drug trafficking. Is that correct? 

Mr. Giraldi. Yes. 

Senator Levin. The jury decided based on circumstantial evi- 
dence that you had willful blindness with respect to Mr. Aguirre 
and the source of his funds, and as a result of that, you are now 
serving a Eederal prison sentence. 

Now, Amy Elliott testified at your 1994 trial as an expert on pri- 
vate banking practices, and this is what she said: “The ‘Know Your 
Client,’ at least in our bank, is part of the culture.” 

“‘Know Your Client’ ... is part of the culture,” she said. “It’s 
part of . . . the way you do things. It’s part of the way you conduct 
yourself.” 

When asked about Citibank’s private banking policy, she said in 
that same trial, your trial, “I think the primary gist of this proce- 
dure — it wasn’t really a procedure, but more of the way that one 
conducts themself, is that you must know your client.” 

That is what the testimony was at your trial, but at our hearing 
yesterday, Ms. Elliott and her fellow private banker, Mr. Ober, tes- 
tified about a host of Know Your Client failures or failure to obtain 
Know Your Client information on Mr. Salinas, Mr. Ober’s failure 
to obtain Know Your Client information on President Bongo and 
the sons of General Abacha. And Mr. Reed, the co-chairman of 
Citibank, testified about the Know Your Client failures of the 
Citibank Private Bank as a whole. And here is what he said, first 
in this exchange with Senator Collins. “So my concern is that this 
is a 3-year period. This is not an isolated audit of one small 
branch,” this is Senator Collins talking, “It seems to me to be that 
systematic pattern of deficiencies that allowed Citibank to be vul- 
nerable to money laundering.” And Mr. Reed responded, “I think 
you are correct.” 

And later on, Mr. Reed said, “So, if you look backwards, you 
would have to say that in that period, 1994, 1995, into 1996, there 
was reason to believe that we did not have an acceptable set of 
standards in place, and you and I would agree that it is approxi- 
mately a 3-year time frame.” 

So I have got to say that this is a very, very disturbing picture 
indeed, because what Ms. Elliott presented was a picture of due 
diligence by private bankers as an expert at a criminal trial, and 
that description simply does not match up to the reality, as she tes- 
tified to here and as her CEO testified to yesterday as well. So I 
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simply want to express that, because I find that to be very dis- 
turbing, indeed, and very disquieting. 

I don’t have any further questions of Mr. Giraldi other than to 
thank him for making a very significant contribution to this inves- 
tigation, and his cooperation with this investigation advanced it a 
great deal. 

Senator Collins. Thank you, Mr. Giraldi. You are excused. 

Mr. Giraldi. Thank you. 

Senator Collins. I would now like to welcome our second wit- 
ness this afternoon, Raymond Baker. Mr. Baker is the guest schol- 
ar at the Brookings Institution here in Washington. He is a recog- 
nized authority on international private banking and has written 
extensively on money laundering and capital flight. 

Pursuant to Rule VI, all witnesses who testify before the Sub- 
committee must be sworn in. Do you swear that the testimony you 
are about to give will be the truth, the whole truth, and nothing 
but the truth, so help you, God? 

Mr. Baker. I do. 

Senator Collins. Thank you. We would ask that you limit your 
oral testimony to no more than 10 minutes, but your written testi- 
mony will be included in its entirety, and we are very pleased to 
have you here with us today. You may proceed. 

TESTIMONY OF RAYMOND W. BAKER, i GUEST SCHOLAR IN 

ECONOMIC STUDIES, THE BROOKINGS INSTITUTION, WASH- 
INGTON, DC. 

Mr. Baker. Good afternoon. Madam Chairman and Senator 
Levin. I am Raymond Baker, and after an international career in 
the private sector, I am a guest scholar at the Brookings Institu- 
tion. Thank you for the opportunity to appear before you to talk 
about one of our larger but least visible problems. 

I found some of yesterday’s revelations not surprising but, never- 
theless, chilling. I noted particularly the role of private bankers in 
providing their secretive services to Sani Abacha, the late dictator 
of Nigeria, and the biggest single thief in the world in the decade 
of the 1990’s helping him with his stolen wealth out of Nigeria. 
And I contrasted this with the situation of my longest-term col- 
league and partner in business, who has been lying desperately ill 
and hospitalized in Nigeria, a nation and its medical services hav- 
ing been brought near to collapse. Catering to the corrupt has se- 
vere consequences for others who live their lives with integrity. 

I have been asked to frame the issues of money laundering and 
flight capital and corruption in the context of our larger domestic 
and foreign interest and to discuss the impact of private banking 
on these concerns. 

Corruption by foreign government officials is omitted, as you 
know, from the 170 or so crimes and malpractices that establish a 
predicate offense, that is, a basis for legal prosecution in U.S. anti- 
money-laundering legislation. What this means is that so long as 
funds in the hands of a foreign official are not derived from drugs, 
bank fraud, or violence, then, as the last speaker also said, a “don’t 
ask, don’t tell” policy largely guides the banking community. 


^The prepared statement of Mr. Baker appears in the Appendix on page 1053. 
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While not laundered, corrupt money is certainly a principal com- 
ponent of illegal flight capital. This is stolen or tax-evading money 
that passes illegally out of developing and transitional economies, 
but legally more often than not into the United States, Europe, and 
tax havens around the world. Other components include the 
mispricing of overseas trade to generate foreign kickbacks, illegal 
shifts of real estate and securities titles abroad, and the growing 
problem of wire fraud. 

I have studied in particular the first two of these — corrupt money 
and mispriced trade — because both are dependent on international 
cooperation to facilitate their movement. 

I estimate the flow of corrupt money out of developing and tran- 
sitional economies into Western coffers at $20 to $40 billion a year 
and the flow stemming from mispriced trade at $80 billion a year 
or more. My lowest estimate is $100 billion per year by these two 
means which we facilitate, a trillion dollars in the decade of the 
1990’s, at least half to the United States. Including other elements 
of illegal flight capital would produce much higher figures. 

Let me focus just on this $100 billion a year from corruption and 
trade mispricing that we, the United States and Europe, facilitate. 
What are the benefits and costs of this? The benefit is that it 
brings this sum of money, $100 billion a year, into our Western 
economies, at least $50 billion a year to the United States. The cost 
can be seen in both our domestic and foreign interests. 

First, domestic. One hundred billion dollars a year in illegal 
flight capital coming in provides cover for a far larger amount of 
criminal money laundering, estimated at $500 billion to $1 trillion 
a year — again, half to the United States. These are two rails on the 
same tracks through the international financial system. 

The Treasury Department estimated to me that 99.9 percent of 
the criminal money that is presented for deposit in the United 
States gets into secure accounts. Anti-money-laundering efforts are 
a failure. The easiest thing for criminals to do is to make their 
criminal money look like it is merely corrupt or tax-evading money, 
and then it passes freely into our economies. 

The domestic cost of illegal flight capital is that it removes anti- 
money laundering as an effective instrument in the fight against 
drugs, crimes, and terrorism. 

Senators when I read or hear stories about drug busts, drive-by 
shootings, prison overcrowding, my reaction is, “there’s our flight 
capital dollars at work for us.” There in part are the consequences 
of the dirty money coming in that enables the criminal money to 
flow alongside. 

Now, let me turn briefly to the foreign cost. Illegal flight capital 
has an equally severe impact on our overseas interests. 

Russia, of strategic importance, has suffered the worst case of 
disappearing resources out of any country in a short period of time, 
$200 billion to $500 billion in a decade. 

In Nigeria, corruption has devastated the economy, meaning that 
70 million of its people are living on an average of 20 cents a day. 

Pakistan, a nuclear state in a volatile subcontinent, reacted to 
corruption, tax evasion, and a depressed economy with a coup 
d’etat, upsetting democracy. 
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From Mexico, the flow of drugs and aliens across borders pre- 
sents a major foreign policy challenge. 

China, with semi-official estimates pegging flight capital at $10 
billion a year, perhaps more, could potentially repeat the Russian 
scenario. 

The foreign cost of illegal flight capital is that it erodes U.S. stra- 
tegic objectives in transitional economies and undermines progress 
and stability in developing countries. 

I have used the word “facilitate” several times. There are many 
examples of ambiguities and contradictions in our policies and 
practices that facilitate the flow of illegal flight capital. Let me 
mention two that focus specifically on corruption and private bank- 
ing. 

The Foreign Corrupt Practices Act makes it illegal for Americans 
to bribe foreign government officials. Yet it is not illegal for private 
bankers to meet with foreign government officials, including those 
perceived to be corrupt, and offer to assist them in moving, consoli- 
dating, and managing ill-gotten gains in foreign bank accounts. 

What U.S. law conveys, in effect, to our business people and 
bankers is: Don’t bribe, but if you encounter wealthy, even corrupt 
foreign officials, then the United States wants their money. 

Again, we often have officials from Treasury, Justice, and State 
Departments, the FBI and DEA and USAID meeting with foreign 
leaders and officials to address drugs, crime, corruption, and ter- 
rorism. But these efforts are undercut when private bankers ini- 
tiate or respond to the desires of corrupt foreign officials to move 
funds into the United States. 

The perception is widespread abroad that the United States is 
not serious about reducing corruption, instead preferring to profit 
from the accumulation and management of its proceeds. 

The United States has become the largest repository of ill-gotten 
gains in the world. U.S. private bankers have honed their products 
and services, taking advantage of porosities in regulations in this 
and other nations. In this pursuit, more secrecy is often accorded 
to corrupt foreign interests than is normally available to U.S. citi- 
zens. 

The combination of criminal money laundering and illegal flight 
capital constitutes the biggest loophole in the free market system. 
Drug kingpins and global thugs thrive because money laundering 
is easy, and money laundering is easy because illegal flight capital 
is solicited and maintained. 

The “N” word is appropriate here: Never. We will never effec- 
tively curtail criminal money laundering while at the same time 
cultivating illegal flight capital. 

Success in fighting dirty money will be achieved only when the 
United States addresses all three parts of the problem: Criminal, 
corrupt, and commercial. 

We are now allowing banking, securities, and insurance functions 
to be combined. This greatly magnifies the importance of upholding 
high standards of fiduciary trust in our financial institutions. What 
is required in these enlarged institutions is a sense of responsi- 
bility across the broad range of this Nation’s vital interests. In this 
regard, I am very gratified that Robert Rubin, former Secretary of 
the Treasury, is coming into the pinnacle of American banking, and 



87 


I am optimistic that Mr. Rubin will add a level of fiduciary respon- 
sibility that has frequently been lacking. 

At bedrock, it is the notion that we can have clean hands while 
moving dirty money that needs to change. It needs to change im- 
mediately in the American banking system. 

Senator Collins. Thank you very much, Mr. Baker. 

You have made several very strong statements. You have said 
that our anti-money-laundering efforts are a failure, that the 
United States is facilitating the illegal flight of capital, that money 
laundering is easy because illegal flight capital is cultivated and 
maintained. That is a serious indictment of our banking system. 

Let’s say we accept your premise. What specific recommendations 
would you have for us? Do we need tougher laws? Do we need more 
aggressive oversight by the bank regulators? Do we need a change 
in culture in American banks? Do we need all of the above? Have 
you looked at possible solutions? 

Mr. Baker. Madam Chairman, I am certainly hopeful that Con- 
gress will pass bills that have been presented which add corruption 
to the list of predicate offenses that will constitute grounds for a 
charge of money laundering in the United States. I think that is 
extremely critical. And I am limiting my remarks to the question 
of corruption at this point. 

In addition to that, I would certainly hope that bankers would 
either adopt or regulations would require two additional steps. One 
is that at least two bank officers’ signatures have to be recorded 
on documentation as to knowledge of the source of funds of their 
foreign clients in private banking departments. I would like to see 
two signatures of officers attesting that they have made the nec- 
essary inquiries to confirm that they are satisfied that the source 
of funds is legal, has been legally earned and legally transferred. 

Then the second thing that I would like to see is for the customer 
to sign a declaration to the same purpose, a declaration that says 
that his banking activity is money that has been legally earned and 
legally transferred. 

I was struck in reading Citibank’s money-laundering policies and 
guidelines that nowhere in those guidelines was the customer 
asked to confirm that he understands that legal money is what is 
being sought here. That point is not required to be put forward to 
the customer. It seems to me that a private bank that wanted to 
eliminate corrupt money from its coffers would make that very 
clear from the outset, that we want to deal with money that has 
been legally earned and legally transferred, and we want to be cer- 
tain that you understand that that is our purpose and we ask you 
to sign your recognition of that and your own confirmation that 
that will be the activity in the account. 

Senator Collins. Thank you. Senator Levin. 

Senator Levin. Your first suggestion in terms of strengthening 
our laws would be to add corruption as one of the predicate crimes 
for money laundering. 

Mr. Baker. Yes, sir. 

Senator Levin. How would you define that — corruption? Give us 
a shot at a definition. Or has it been defined in another law in a 
way which you think would be adequate? Because I happen to fully 
agree with you, by the way, that without adding these crimes of 
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corruption, accepting bribes, looting the treasury — which is a short- 
hand example of corruption — without adding those, money-laun- 
dering laws are really full of loopholes. But we also have a defini- 
tional issue there, and I am wondering if you could give us a hint 
as to how you define it. 

Mr. Baker. My own definition. Senator, is money that has been 
derived illegally by a foreign government official. Of course, it could 
be a domestic official, but we are talking here about foreign govern- 
ment officials. Money that has been either stolen from the treasury, 
pilfered from a parastatal corporation, taken as a kickback on a 
contract — that sort of money by a government official is what I 
refer to as corrupt. 

Senator Levin. Illegal under his own law? 

Mr. Baker. Yes. 

Senator Levin. Yesterday Mr. Reed stated that he believed that 
funds from corruption likely represent only an infinitesimal portion 
of a private bank’s deposits. I have two questions. One, do you 
agree with that characterization or estimate? And, two, is it just 
the raw numbers in any event that count or the country’s deposits 
which result when their leaders are given access to a private bank 
and the good will which that engenders? 

Mr. Baker. If you take the three elements — criminal, corrupt, 
and commercial — as being the principal components of dirty money, 
I would agree with the assessment that the corrupt component out 
of those three is the smallest. My estimate was $20 to $40 billion 
a year. 

However, that component has by far the largest multiplier effect 
on the other two components because of its impact on corrupting 
the society as a whole. 

In those countries where corruption is most evident at the top of 
a government, it is quite common to see also high levels of criminal 
and commercial tax evasion, criminal money laundering and com- 
mercial tax evasion. The corrupt component has the largest multi- 
plier effect on the other two. 

Senator Levin. On the basis of your own experience and the hun- 
dreds of interviews that you have conducted on this topic, have you 
heard from private bankers that they had concern about the impact 
on their franchise if they go about strongly asking questions about 
source of money, for instance? 

Mr. Baker. Senator, I am aware that that is a concern to a num- 
ber of private bankers. I can’t be much more specific than my 
knowledge that that is of concern to them. Whether that is a legiti- 
mate concern depends on what the private bank deems as being its 
purpose, its underlying goals. 

I would suggest that private banking can easily be conducted 
with wealth creators who conduct their business honestly, without 
having to take the step of catering to the corrupt and the tax-evad- 
ing money. 

Senator Levin. Along the same lines, some U.S. banks oppose 
changes in our laws to prohibit the managing of dirty money or cor- 
rupt money, using the argument that this law will only hurt U.S. 
competitiveness because the business will simply move to banks in 
other countries. What is your response to that? 
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Mr. Baker. Senator, that is exactly what I would like to see hap- 
pen. I would like to see that money driven from U.S. shores and 
make it go elsewhere; then, after we have succeeded in purging 
that kind of money from our own society, working to eliminate it 
as well from other countries, from Europe or other tax havens that 
may take it. But in exactly the same way that we addressed the 
Foreign Corrupt Practices Act, which was to take a position years 
before other countries came along in the same direction, I would 
like to see us divert that money from U.S. shores in the first in- 
stance, work to clean it up internationally in the second instance. 

Senator Levin. You have indicated a number of suggestions in 
terms of tightening up our own law. You gave us two. What would 
be your reaction to the following additional changes? One is to 
make a requirement of due diligence part of our law and not just 
something that is voluntary. 

Mr. Baker. I would support that. Senator. I think that if these 
hearings demonstrate anything, it is that bank policies are not fol- 
lowed, much less regulations that have been laid down. So I would 
certainly support strengthening the regulations and strengthening 
the regulatory environment that insists on the following of those 
regulations in private banks. 

Senator Levin. What about adding a requirement that there be 
a record of the beneficial owner? I am not sure if you mentioned 
that. You may have and I may have missed it. 

Mr. Baker. I didn’t mention it. Of course, the beneficial owner 
should be indicated. There should be no place for secret bank ac- 
counts in the U.S. banking industry. 

Senator Levin. Or in operations if they went overseas? 

Mr. Baker. Precisely, Senator. 

Senator Levin. We heard yesterday that the Citibank private 
bankers who handled the accounts for General Abacha’s sons did 
not know for 3 years, from 1993 to 1996, that their father was in- 
deed General Abacha, who was the head of the country. What is 
your reaction to that? 

Mr. Baker. If I had been in that position, I would have known. 
I don’t see how it is possible not to know who you were dealing 
with. 

Senator Levin. Then we also heard yesterday that in September 
1998 — that is just last year — in the middle of a widely known, 
widely publicized Nigerian effort to locate and to seize the funds 
that General Abacha and his family and associates had taken from 
the treasury in the country, in the middle of all that. Citibank ap- 
proved a $39 million loan to the sons so that they could imme- 
diately transfer the funds from London to a more secret Swiss bank 
account. Citibank issued the loan so that the sons would not have 
to pull the $39 million out of a time deposit with hefty penalties 
for early withdrawals. 

What is your reaction to that? 

Mr. Baker. I suspect that they broke no laws in doing that. So 
far as I am aware, they broke no laws in doing that. Nevertheless, 
I find it appalling that such services would continue to be given in 
a situation where a sovereign nation was doing all that it could to 
trace the sources of Abacha’s ill-gotten gains. 
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Senator Levin. Our staff report indicates how Citibank told U.S. 
bank regulators in April 1997 in a memo that a primary source of 
the funds in the personal bank accounts belonging to President 
Bongo of Gabon was the Gabon budget. In particular, this memo 
said that he had $111 million in that budget for his unrestricted 
use. 

The regulators then accepted the memo as an adequate expla- 
nation of the source of the funds in the accounts without checking 
to see whether or not Gabon law or budget provisions had any such 
authority. 

What is your response to that or comment? 

Mr. Baker. It certainly suggests that both the banks — both the 
private bankers and the regulators failed to examine this matter 
with sufficient care. I know of perhaps two or three countries 
where substantial budget allocations are made to the Office of the 
President openly in the budget. I don’t know of any country that 
allocates $111 million, if that was the figure as I recall. 

I think that would have been fairly easy to determine the verac- 
ity of that statement had any reasonable level of effort been made 
to do so. 

Senator Levin. Now, in conducting your research, I understand 
that you spoke with literally hundreds of business people, aca- 
demics, regulators, and others. Did you hear any information about 
private bankers soliciting government officials or others for depos- 
its? 

Mr. Baker. I didn’t ask those questions in the work that I have 
done at Brookings, Senator. I didn’t ask those specific questions. 
But I have certainly been aware over the years of private bankers 
making their services known to the Marcoses, the Mobutus, the 
Abachas of this world. 

Senator Levin. Thank you. Thank you. Madam Chair. 

Senator Collins. Mr. Baker, I just have one more question for 
you. Senator Levin has done an able job, as he always does, of 
identifying possible loopholes in our current laws that need to be 
plugged, such as the issue of covering corruption, money that re- 
sults from corruption. 

I must say, however, I am somewhat skeptical about whether or 
not we can solve this problem through tougher laws. In 1986, we 
passed the Money Laundering Control Act for the first time and 
made money laundering a free-standing criminal offense. Just last 
year, we passed the Money Laundering and Financial Crime Act of 
1998 in which we called upon the Department of Treasury and De- 
partment of Justice to issue annual strategies for fighting money 
laundering. That strategy has been issued. It doesn’t seem to have 
been very effective based on your findings. 

Are more laws going to solve this problem? 

Mr. Baker. Madam Chairman, I think they will certainly help. 
The gaping loopholes in our laws in my opinion have been that we 
have addressed only one part of the problem, the criminal part. We 
have said that if you are a drug dealer, that is beyond the pale and 
we will not accept that. If there is bank fraud involved, we will not 
accept that. 

We have not addressed the corrupt and the commercial tax eva- 
sion components. Adding the corrupt component to what con- 
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stitutes money laundering will certainly have a strong effect on 
ameliorating this problem. But ultimately we will have to go the 
third step and address the commercial tax evasion. 

As long as avenues exist for criminals to mix their money with 
other private or what seem to be innocuous flows, they will do so. 
We can only address this problem by addressing all three compo- 
nents. It may take us time to get there. The corruption component 
certainly should be put on the table. Eventually this Nation will 
have to address the question of pulling tax-evading money out of 
developing and transitional economies. 

Senator Collins. The reason I raise the issue is we had testi- 
mony yesterday that suggested very strongly that some of the 
money in the private account that Citibank had for the Salinas 
family may well have been the proceeds from illegal drug activity. 
So that is already covered by the current law, and yet it seemed 
to have little or no impact on how Citibank acted in this particular 
case. 

That suggests to me that, in addition to strengthening our laws 
to plug the loopholes that you have identified, we also need far 
more aggressive enforcement of the laws that we have on the 
books. And in that regard, I am troubled by a soon-to-be-released 
report from the inspector general of the Department of Treasury 
which indicates that the banking regulators’ efforts to identify and 
curtail money laundering have been lax. 

So I guess my question to you is: Again, if we toughen the laws, 
is that really going to do it? I understand what you are saying 
about adding corruption and tax evasion to the current laws, but 
it is not working very well with preventing the laundering of drug 
money, which is already illegal. So don’t we need a three-pronged 
approach? Don’t we need — in addition perhaps to tougher laws, we 
need better enforcement and we also need the banks to take it seri- 
ously. We need a change in culture in the banking system. 

Mr. Baker. We need a change of culture in the banking system. 
We need also a change in our national consciousness about the flow 
of dirty money into our society. For too long, we have thought — we 
have done an implicit cost/benefit analysis that says this is good for 
America, people investing in the United States. And I am all for 
investment provided it is legal. I am not in favor of it if it rep- 
resents illegal money. 

But we haven’t made that distinction adequately in the past, and 
we have to do so, and it does require improved oversight of the 
laws that we do pass. You are entirely correct. 

Senator Collins. I think there is also the concern that you al- 
luded to that if our banks don’t take it, it is going to go elsewhere. 

Mr. Baker. As I answered to Senator Levin, that is precisely 
what I want to occur, is for that money to go elsewhere in the first 
instance; then we work to clean it up in the rest of the world as 
well. 

Senator Collins. Thank you very much, Mr. Baker. 

I am now pleased to welcome our last panel of witnesses this 
morning. Ralph E. Sharpe is the Deputy Comptroller for Commu- 
nity and Consumer Policy at the Office of the Comptroller of the 
Currency. Richard A. Small is the Assistant Director for the Divi- 
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sion of Banking Supervision and Regulation at the Federal Re- 
serve. 

If you gentlemen would remain standing so that I can swear you 
in? If you would raise your right hand, do you swear that the testi- 
mony you are about to give to the Subcommittee will be the truth, 
the whole truth, and nothing but the truth, so help you, God? 

Mr. Sharpe. I do. 

Mr. Small. I do. 

Senator Collins. Thank you. 

Again, we would ask that you each limit your oral testimony to 
no more than 10 minutes, and we will include your entire written 
statements in the record. 

Mr. Sharpe, why don’t we start with you? 

TESTIMONY OF RALPH E. SHARPE, i DEPUTY COMPTROLLER 

FOR COMMUNITY AND CONSUMER POLICY, OFFICE OF THE 

COMPTROLLER OF THE CURRENCY, DEPARTMENT OF THE 

TREASURY, WASHINGTON, DC. 

Mr. Sharpe. Thank you. Madam Chairman. 

Madam Chairman, Senator Levin, and Members of the Sub- 
committee, I am Ralph Sharpe, the Deputy Comptroller for Com- 
munity and Consumer Policy at the Office of the Comptroller of the 
Currency, also known as the OCC. We appreciate this opportunity 
to testify on private banking activities and the vulnerability of pri- 
vate banking to money laundering. Money laundering is a serious 
domestic and international law enforcement problem. We commend 
the Subcommittee for focusing attention on the problem it poses 
and share the Subcommittee’s belief in the importance of pre- 
venting U.S. financial institutions from being used, wittingly or un- 
wittingly, to aid in money laundering. 

We have submitted a detailed written statement addressing the 
issues identified in your invitation letter, and I will summarize 
that statement this afternoon. 

I will begin by briefly describing private banking’s vulnerability 
to money laundering and what banks can and should do to protect 
themselves from those vulnerabilities. 

If a bank does not adequately maintain due diligence and com- 
pliance standards with associated internal controls, audit, and 
management information systems, it may be exposed to money 
laundering. Specific vulnerabilities associated with private banking 
operations include: 

First, the challenges inherent in determining the identity of high 
net worth private banking customers. This can be especially chal- 
lenging when the customer is a foreign national and the source of 
funds comes from outside the country. 

Next, the high-dollar volume of private banking and resulting 
earnings for the bank and account officers. This combination often 
creates pressure for increased income from new business. Com- 
pensation programs based solely on quantitative factors can cause 
bank officers to ignore or short-cut established controls and proce- 
dures designed to protect banks from money laundering. 


^The prepared statement of Mr. Sharpe appears in the Appendix on page 1079. 
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Finally, limits on access to account information. Some accounts 
are opened domestically, but supporting documentation relating to 
ownership and background information may be maintained in one 
or more foreign jurisdictions with stringent secrecy laws. Other ac- 
counts may be opened and maintained in such jurisdictions from 
the outset. In either case, such accounts can present significant 
barriers to access to information needed to fully determine the 
source of funds flowing into the account or the identity of beneficial 
owners. 

Banks must be the first line of defense in protecting themselves 
against these vulnerabilities, and there are a number of funda- 
mental safeguards that they should employ. For example, effective 
account-opening policies and procedures are fundamental risk con- 
trols for private banking relationships. Bank management should 
have specific policies for employees who approve, accept, and docu- 
ment new private banking accounts, including those in jurisdictions 
with strong secrecy regimes. Banks should also ensure that they 
will have access to information during the life of an account so it 
can be appropriately monitored. 

Second, banks should monitor high-risk customer activity to de- 
tect and report suspicious activity in a timely manner. Banks 
should also design compensation programs that balance quan- 
titative and qualitative factors and that provide measurement tools 
to assess employee performance in both areas. They should ensure 
that account relationship managers are subject to the same or 
higher degree of oversight and control as managers of other areas 
of operation that may expose the bank to risk. 

Banks must also have an independent testing or audit function 
for BSA compliance, including suspicious activity reporting. Audit 
programs should focus on high-risk accounts and should include 
comprehensive transaction testing. 

And, finally, banks must train all appropriate personnel with re- 
spect to their responsibility to comply with the requirements of the 
BSA. 

I will now turn briefly to the steps the OCC takes to address ac- 
tions that national banks should take to protect themselves from 
money laundering. 

The OCC requires national banks to establish and maintain ade- 
quate internal controls and independent testing, to designate an in- 
dividual or individuals to coordinate and to monitor day-to-day 
compliance with the Bank Secrecy Act, and to train responsible 
personnel. In addition, our regulations require banks to report sus- 
picious transactions and violations of law or regulation. An ade- 
quate BSA program must also enable a bank to detect and report 
suspicious activity, including any such activity in its private bank- 
ing department. 

The OCC conducts regular BSA exams of national banks, 
branches and agencies of foreign banks in the United States, cov- 
ering all aspects of each institution’s operations, including foreign 
offices. Our examinations include reviews for compliance with the 
BSA and reviews of anti-money-laundering efforts in various divi- 
sions of the banks, including private banking. 

Specifically, OCC conducts exams to ensure that national banks 
have adequate systems in place to detect and report suspicious ac- 
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tivity, comply with BSA requirements, establish account opening 
and monitoring standards, understand the source of funds for cus- 
tomers opening accounts, verify the legal status of customers, and 
identify beneficial owners of accounts. 

The OCC recently developed and will soon test expanded-scope 
BSA/anti-money-laundering exam procedures for private banking. 
These procedures specifically address employee compensation pro- 
grams, account-opening standards, risk management reports, and 
suspicious activity monitoring of private banking activities. These 
procedures also focus attention on high-risk accounts, such as im- 
port/export businesses, private investment companies, accounts of 
foreign government officials from high-risk countries, high fee in- 
come accounts, concentration accounts, and nominee name ac- 
counts. 

In your invitation letter, you also specifically asked that we ad- 
dress OCC’s supervision of Citibank. 

The OCC’s examination of Citibank’s private banking operations 
commenced with a 1994 Bank Secrecy Act examination that in- 
cluded a focus on the bank’s private banking program. The 1994 
exam identified the need to improve the bank’s compliance program 
in the Private Bank and also found weaknesses in the bank’s train- 
ing program and the processes it employs to supervise its private 
banking account officers and ensure that they were following the 
bank’s Know-Your-Client standards. The OCC recommended that 
the bank establish procedures to monitor the activities of relation- 
ship managers to ensure that the unique client/banker relationship 
did not compromise the bank’s standards. 

During an examination of Citibank’s private banking operation 
conducted in 1996, OCC examiners noted Citibank’s progress in 
correcting previously identified deficiencies. The bank had up- 
graded its training program and was in the process of imple- 
menting global policies regarding customer identification and 
source of wealth information. 

In early 1998, as part of an overall assessment of the bank’s 
1997 performance, OCC included comments relating to the need to 
improve the bank’s control environment in the private bank. While 
progress in many areas was noted, we informed the bank that 
there was still a need for increased attention to the control environ- 
ment. We also pointed out that our examiners had identified a 
number of audit and control failures in the Private Bank that re- 
quired attention. 

During several domestic and overseas examinations in 1998, the 
OCC noted that the long process of documenting the bank’s exist- 
ing private banking customers was nearing completion. The bank 
had created a new quality control unit to ensure compliance with 
the bank’s policies, and management was effectively responding to 
issues identified by the unit and the OCC. During these examina- 
tions, we found improved internal controls and adequate docu- 
mentation regarding client source of wealth. However, OCC also 
recommended that management implement the bank’s global 
Know-Your-Client policy within established time frames, improve 
information regarding clients’ expected transaction volumes, and 
formalize and implement a monitoring program for all private 
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banking clients, in addition to the high-risk client monitoring pro- 
gram. 

In early 1999, the OCC communicated to the board that the con- 
trol environment in the Private Bank, which had led to adverse 
publicity, had improved. The OCC acknowledged the attention this 
had received from senior management and the board. In addition, 
during several overseas examinations of Citibank offices in 1999, 
examiners continued to note progress in the bank’s global compli- 
ance and anti-money-laundering program. 

I will now turn to a brief description of OCC’s experiences in ob- 
taining information from foreign jurisdictions. 

In most instances, the OCC has not encountered problems in ob- 
taining from the banks that we supervise routine supervisory infor- 
mation domiciled in foreign jurisdictions relating to the safety and 
soundness of the bank’s operations in those jurisdictions. The OCC 
often obtains such information directly from national banks 
through requests, on-site inspections of their offices in a host for- 
eign jurisdiction, or through a request to a foreign supervisory au- 
thority. 

However, obtaining account-specific information from some for- 
eign jurisdictions has been significantly more difficult. Most foreign 
jurisdictions with stringent bank secrecy laws do not consider ac- 
count-specific records to be routine supervisory information. As a 
result, those jurisdictions typically prohibit foreign supervisory au- 
thorities from accessing customer records. 

The OCC addresses problems raised by secrecy laws in foreign 
jurisdictions in a number of ways. For example, the OCC expects 
national banks to implement internal controls, monitoring systems, 
and processes to reduce money-laundering risk on a company-wide 
basis, including in its foreign offices. When on-site reviews are not 
possible because of bank secrecy and financial privacy laws, the 
OCC reviews the corporate policy and audit functions of the bank. 
When we have concerns, we require the bank to address those con- 
cerns. This may also include requiring external audits or enhanced 
reporting requirements. 

These difficulties are also being addressed through the many ini- 
tiatives on the international front that are focused on the concerns 
surrounding the misuse of offshore accounts for financial crime 
purposes. International groups such as the Financial Action Task 
Force and the Caribbean Financial Action Task Force and the 
Basel Committee on Banking Supervision have all developed guid- 
ance, and the OCC has been directly involved in that guidance. 

My written statement also describes in detail a number of other 
anti-money-laundering initiatives, and these include the work of 
our internal Task Force on Money Laundering, the National Anti- 
Money Laundering Group, our work with the Financial Crimes En- 
forcement Network to further enhance our ability to identify banks 
at risk for money laundering and targeted exams we have con- 
ducted on law enforcement leads. 

As part of the administration’s recently issued National Money 
Laundering Strategy for 1999, the OCC will also be participating 
in a number of interagency projects, including a high-level working 
group of regulators and law enforcement officials to develop ways 
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to better detect potential money laundering occurring through 
banks both domestically and internationally. 

In conclusion, the OCC is committed to preventing national 
banks from being used to launder the proceeds of the drug trade 
and other illegal activities. We recognize the potential vulnerability 
of private banking to money laundering, and our supervisor efforts 
are aimed at ensuring that banks employ control procedures to re- 
duce that vulnerability. We stand ready to work with the Congress, 
the other financial institution regulatory agencies, law enforcement 
agencies, and the banking industry to continue to develop and im- 
plement a coordinated and comprehensive response to the threat 
posed to the Nation’s financial system by money laundering. 

Thank you, and I will be happy to answer any of your questions. 

Senator Collins. Thank you, Mr. Sharpe. 

Mr. Small. 

TESTIMONY OF RICHARD A. SMALL, i ASSISTANT DIRECTOR, 

DIVISION OF BANKING SUPERVISION AND REGULATION, 

FEDERAL RESERVE SYSTEM, WASHINGTON, DC. 

Mr. Small. Thank you. Chairman Collins, Senator Levin, Mem- 
bers of the Subcommittee. I am pleased to appear before this Sub- 
committee to discuss the Federal Reserve’s role in the government’s 
effort to detect and deter money laundering and other financial 
crimes, particularly as these issues relate to the private banking 
operations of financial institutions. 

You have asked the Federal Reserve to address several matters, 
which I intended to address. As well, you have asked us to com- 
ment on the operations of a specific banking organization. I regret 
that I am not at liberty to discuss the activities of any one organi- 
zation because of the importance we attach to maintaining the con- 
fidentiality of examination findings in order to protect the integrity 
of the examination process. 

In order to better understand the money-laundering issues re- 
lated to private banking, it would be useful to first provide you 
with some background information on what we consider to be pri- 
vate banking and the way in which private banks operate. But, 
first, let me start by stating that as a bank supervisor, of primary 
interest to the Federal Reserve is the need to assure that banking 
organizations operate in a safe and sound manner and have proper 
internal control and audit infrastructures to support effective com- 
pliance with necessary laws and regulations. 

A key component of internal controls and procedures is effective 
anti-money-laundering procedures. Moreover, as part of our exam- 
ination process, we review the anti-money-laundering policies and 
procedures adopted by financial institutions to ensure their contin- 
ued adequacy. 

The Federal Reserve places a high priority on participating in 
the government’s efforts designed to attack the laundering of pro- 
ceeds of illegal activities through our Nation’s financial institu- 
tions. Over the past several years, the Federal Reserve has been 
actively engaged in these efforts by, among other things, rede- 
signing the Bank Secrecy Act examination process, which became 


^The prepared statement of Mr. Small appears in the Appendix on page 1101. 
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the standard of the industry at the time, developing anti-money- 
laundering guidance, regularly examining the institutions we su- 
pervise for compliance with the Bank Secrecy Act and relevant reg- 
ulations, conducting money-laundering investigations, providing ex- 
pertise to the U.S. law enforcement community for investigation 
and training initiatives, and providing training to various foreign 
central banks and government agencies. 

As more fully described in my written statement, private banking 
offers the personal and discreet delivery of a wide variety of finan- 
cial services and products to the affluent market, primarily high 
net worth individuals or their corporate interests. Customers most 
often seek out the services of a private bank for issues related to 
privacy, such as security concerns related to public prominence or 
family considerations or, in some instances, tax considerations. 

Private banking services almost always involve a high level of 
confidentiality regarding customer account information. Con- 
sequently, it is not unusual for private bankers to assist their cus- 
tomers in achieving their financial planning, estate planning, and 
confidentiality goals through offshore vehicles such as personal in- 
vestment corporations, trusts, or more exotic arrangements, such 
as mutual funds. Through a financial organization’s global network 
of affiliated entities, private banks often form the offshore vehicles 
for their customers. These shell companies, which are incorporated 
in offshore jurisdictions, are formed to hold the customer’s assets, 
as well as offer confidentiality, because the company rather than 
the beneficial owner of the assets becomes the account holder at 
the private bank. 

Historically, clients sought discretion, confidentiality, and asset 
preservation. This emphasis has shifted as capital restraints have 
been dismantled, and in some countries, autocratic regimes have 
been replaced with free market economies. Today, while confiden- 
tiality is still important, investment performance has taken prece- 
dence. 

The Federal Reserve has long recognized that private banking fa- 
cilities, while providing necessary services for a specified group of 
customers, can, without careful scrutiny, be susceptible to money 
laundering. In our continuing effort to provide relevant information 
and guidance in the area of effective anti-money-laundering policies 
and procedures for private banking, in 1997 the Federal Reserve 
published guidance on sound risk management practices for private 
banking activities. Besides distributing the guidance to all banking 
organizations supervised by the Federal Reserve, the guidance was 
made publicly available through the Federal Reserve’s website. 
More recently, the Federal Reserve developed enhanced examina- 
tion procedures and guidelines specifically designed to assist exam- 
iners in understanding and reviewing private banking activities. 

Since 1996, the Federal Reserve has undertaken two significant 
reviews of private banking in an even greater effort to understand 
risks associated with private banking. In the fall of 1996, the Fed- 
eral Reserve Bank of New York began a year-long cycle of on-site 
examinations of risk management practices of approximately 40 
banking organizations engaged in private banking activities. Last 
year, a Private Banking Coordinated Supervisory Exercise by sev- 
eral Reserve Banks and Board staff was undertaken to better un- 
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derstand and assess the current state of risk management practices 
at private banks throughout the Federal Reserve System. 

The examinations by the Federal Reserve Bank of New York fo- 
cused principally on assessing each organization’s ability to recog- 
nize and manage the potential risks, such as credit, market, legal, 
reputational or operational, that may be associated with an inad- 
equate knowledge and understanding of its customers’ personal 
and business backgrounds, sources of wealth, and uses of private 
banking accounts. 

We recognized, for example, that some private banking oper- 
ations may not have been conducting adequate due diligence with 
regard to their international customers. While all organizations 
had anti-money-laundering policies and procedures, the implemen- 
tation and effectiveness of those policies and procedures ranged 
from exceptional to those that were clearly in need of improvement. 

As a result of these examinations, certain essential elements as- 
sociated with sound private banking activities were identified. 
These elements include the need for: Senior management oversight 
of private banking activities and the creation of an appropriate cor- 
porate culture that embraces a sound risk management and control 
environment; due diligence policies and procedures that require 
banking organizations to obtain identification and basic informa- 
tion from their customers, understand sources of funds and lines of 
business, and identify suspicious activity; management information 
systems that provide timely information necessary to analyze and 
effectively manage the private banking business and to monitor for 
and report suspicious activity; and adequate segregation of duties 
to deter and prevent insider misconduct. 

During the course of the examinations, a number of banking or- 
ganizations were reluctant to release information on the beneficial 
ownership of personal investment corporations established in recog- 
nized secrecy jurisdictions that maintained accounts at the banks. 
The banks raised concerns regarding the prohibition on disclosure 
imposed by the laws of the countries in which the personal invest- 
ment corporations were formed, as well as concerns that such dis- 
closures would lead to customer backlash. However, as the result 
of continued persistence by Federal Reserve examiners, all banks 
eventually provided the requested information. Very few customers 
closed their accounts even after being asked to waive any confiden- 
tiality protections that they may have had under foreign law so 
that the beneficial ownership information could be made available 
to examiners. 

In last year’s Coordinated Supervisory Exercise, a sample con- 
sisting of the private banking activities of seven banking organiza- 
tions was reviewed by a system-wide team, as I stated. As a result 
of the examinations, we concluded that the strongest risk manage- 
ment practices existed at private banks with high-end domestic 
customers. 

We found that among private banks with primarily international 
customers, stronger risk management practices were in place at 
those organizations that had a prior history of problems in this 
area but, as a result of regulatory pressure, had successfully cor- 
rected those problems. 
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The weakest risk management practices were identified at orga- 
nizations whose private banking activities were only marginally 
profitable and who were attempting to build a customer base by 
targeting customers in Latin America and the Caribbean. 

Rest assured that the Federal Reserves is committed to attacking 
money laundering in the financial sector. We believe that our long- 
standing programs and our assistance to the overall government ef- 
forts are unrivaled in both scope and depth. We have been at the 
forefront of developing new tools to enhance our ability to ensure 
that banking organizations establish adequate policies and proce- 
dures, and as you are aware, we have advocated for quite some 
time the need for increased due diligence with regard to certain 
banking transactions. 

The Federal Reserve has addressed and continues to address per- 
ceived vulnerabilities to money laundering in private banking by 
issuing the private banking sound practices guidance and devel- 
oping targeted examination procedures specifically designed for pri- 
vate banking, as well as our regular on-site examination of private 
banking operations, as I previously stated. There are some prac- 
tices within private banking operations that we believe pose unique 
vulnerabilities to money laundering and, therefore, require a com- 
mitment by the banking organizations to increased awareness and 
due diligence. 

Personal investment corporations that are incorporated primarily 
in offshore secrecy or tax haven jurisdictions and are easily formed 
and generally free of tax or government regulation are routinely 
used to maintain the confidentiality of the beneficial owner of ac- 
counts at private banks. Moreover, and of primary interest to the 
beneficial owners, are the apparent protections afforded the ac- 
count holders by the secrecy laws of the incorporating jurisdictions. 
Private banking organizations have at times interpreted the se- 
crecy laws of the foreign jurisdictions in which the personal invest- 
ment corporations are located as a complete prohibition to dis- 
closing beneficial ownership information. The Federal Reserve, 
however, has continually insisted that for those accounts that are 
maintained within the United States, banking organizations must 
be able to evidence that they have sufficient information regarding 
the beneficial owners of the accounts to appropriately apply sound 
risk management and due diligence procedures. 

The use of omnibus or concentration accounts by private banking 
customers that seek confidentiality for their transactions poses an 
increased vulnerability to banking organizations that the trans- 
actions could be the movement of illicit proceeds. Omnibus or con- 
centration accounts are a variety of suspense accounts and are le- 
gitimately used by banks, among other things, to hold funds tempo- 
rarily until they can be credited to the proper account. However, 
such accounts can be used to purposefully break or confuse an 
audit trail by separating the source of funds from the intended des- 
tination of the funds. This practice effectively prevents the associa- 
tion of the customer’s name and account numbers with specific ac- 
count activity and easily masks unusual transactions and flows 
that would otherwise be identified for further review. 

There has been much said about the use of correspondent ac- 
counts in facilitating money-laundering transactions. Admittedly, 
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correspondent accounts may raise money-laundering concerns be- 
cause the interbank flow of funds may mask the illicit activities of 
customers of banks that use the correspondent services. However, 
it is our belief that respondent banking relationships, if subject to 
appropriate controls, play an integral role in the financial market- 
place by allowing banks to hold deposits and perform banking serv- 
ices, such as check clearing, for other banks. 

A primary obstacle to our supervision of offshore private banking 
activities by U.S. banking organizations, not only with regard to 
beneficial ownership information but with regard to safety and 
soundness of the operations, is our inability to conduct on-site ex- 
aminations in many offshore jurisdictions. While it appears that 
nearly all institutions that we supervise have adequate anti- 
money-laundering policies and procedures, our examination process 
is most effective when we have the ability to review and test an 
organization’s policies and procedures. Secrecy laws in some juris- 
dictions limit or restrict our ability to conduct these on-site reviews 
or to obtain pertinent information. In such instances, practically 
our only alternative is to rely on a bank’s internal auditors. 

The Federal Reserve has been contemplating, in cooperation with 
the banking industry, developing guidance to assist banking orga- 
nizations in implementing money-laundering risk assessments of 
their customer base. These risk assessments would be used to de- 
termine the appropriate due diligence required to identify and, 
when necessary, report suspicious activity. 

For example, because of the increased concern that private bank- 
ing accounts could be used for money laundering, we would expect 
that guidance in this area would suggest that it may be necessary 
to engage in a more in-depth analysis of the customer’s intended 
use of the account coupled with a heightened ongoing review of 
account activity to determine if, in fact, the customer has acted in 
accordance with the expectations developed at the inception of the 
relationship. We believe that such policies and procedures will be 
an effective tool against potential money laundering. 

The banking system has a significant interest in protecting itself 
from being used by criminal elements. Individual banking organi- 
zations have committed substantial resources and achieved notice- 
able success in creating operational environments that are de- 
signed to protect their institutions from unknowingly doing busi- 
ness with unsavory characters and money launderers. Clearly, 
these efforts need to continue and the momentum needs to be 
maintained. 

I want to emphasize that the Federal Reserve actively supports 
these efforts. Consequently, we will continue our cooperative efforts 
with other bank supervisors and the law enforcement community 
to develop and implement effective anti-money-laundering pro- 
grams addressing the ever-changing strategies of criminals who 
attempt to launder their illicit funds through private banking oper- 
ations, as well as through other components of the banking organi- 
zations here and abroad. 

Thank you. 

Senator Collins. Thank you, Mr. Small. 

Mr. Small, yesterday I asked Citicorp’s Chairman, John Reed, a 
series of questions involving the six or seven internal audits that 
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Citibank had conducted of the Private Bank, all of which identified 
severe deficiencies in Citibank’s procedures. It is my understanding 
that in 1996 the Federal Reserve Bank of New York conducted an 
examination of Citibank’s Private Bank. 

Is it correct that the Federal Reserve Bank concluded that as 
part of that examination Citicorp’s internal audits of the Private 
Bank were not being taken seriously? 

Mr. Small. Yes. 

Senator Collins. In response to that finding, what did the Fed- 
eral Reserve do? 

Mr. Small. Well, as I stated. Madam Chairman, I am a little 
concerned about talking about the specifics of our examination 
process. As you are aware, we conducted these reviews as a part 
of a global study that we conducted on private banking. The organi- 
zation itself, the Private Bank, as well as the national bank, pri- 
marily fall under the responsibility of the Comptroller, but we co- 
ordinated our review because we wanted to get an understanding 
of how private hanking operations work in the industry as a whole. 

As a result of the 1996 review, we made suggestions and rec- 
ommendations for changes which we then looked at in 1997 and 
again in 1998 in terms of whether or not those recommendations 
that we had made had been dealt with, whether they were moving 
forward. And as you are aware, in the most recent review that we 
did we found that the bank had begun to put the policies and pro- 
cedures in place. 

Senator Collins. I would like to direct this question to both of 
you. During this period of time, there weren’t just the six or seven 
internal audits that criticized Citibank’s private banking oper- 
ations, but also both of your regulatory examinations identified 
problems. 

Do you feel that in response to the examinations conducted by 
your agencies that Citicorp’s senior management responded in a 
timely and aggressive manner to the findings or the problems that 
your examinations identified? Mr. Sharpe, I will start with you. 

Mr. Sharpe. Well, Madam Chairman, as you know, we really 
started our examination process into the private banking operation 
in 1994, where we identified some deficiencies, and continued that 
process through examinations in 1996, 1997, 1998, and 1999. And 
throughout that process, as we looked at various aspects of the pri- 
vate banking operation, we raised a number of criticisms, and we 
talked in our examination reports and we talked to the senior man- 
agement and the board about our concerns with respect to cor- 
recting deficiencies that we had identified in terms of their pro- 
gram to identify high-risk clients and client profiling and to set up 
appropriate monitoring systems. 

These were continual issues that we tracked and talked with 
them about, not only during our examination process but we also 
kept track of in between examinations by looking at audit reports 
and other information available to us. 

Had we wished they had responded more quickly? Yes. These 
were important considerations, and the profiling system that they 
had designed and put in place struck us as a very good thing, as 
something that would provide the bank with the kind of informa- 
tion it needed in order to better understand the source of wealth 
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and other information regarding the clients in its private banking 
operation. 

We also recognized that Citibank is a far-flung organizations, op- 
erating in 100 countries and is a large operation. So we tried to be 
mindful of that, but obviously, we would have preferred to have 
seen quicker progress. 

Senator Collins. Mr. Small, were you satisfied with the timeli- 
ness of the response by Citicorp? 

Mr. Small. The easiest answer for me is that I agree with every- 
thing that Mr. Sharpe said. I will add that obviously we still had 
criticisms in 1997 and 1998, and as Mr. Sharpe has said, we cer- 
tainly wish that they would have moved along and implemented 
the suggestions that we made and had taken corrective action at 
a pace that would not result in continued criticism over the fol- 
lowing years. 

Senator Collins. And I think it is important to note that both 
of you have found much better compliance more recently, so I do 
want to be fair to Citibank and get that on the record. 

But what troubles me is there seems to have been a period of 
about 5 years when internal audit after internal audit, bank exam 
after bank exam, identified over and over again serious deficiencies 
that exposed the bank to risk of money laundering. 

My question for you, Mr. Small, is that it is my understanding 
that, in response to that pattern, the Federal Reserve was suffi- 
ciently concerned about the vulnerabilities of the Private Bank that 
it required the Private Bank to report quarterly to the board of di- 
rectors. Was that requirement imposed because of the concern that 
Citibank’s executives were not aggressively handling the problem? 

Mr. Small. It was imposed because we wanted to make sure that 
the senior management of the bank was quite aware of the prob- 
lems not only that we found but that their own internal auditors 
had identified as deficiencies. And, yes, that is exactly why we im- 
posed that requirement. 

And as you know, we lifted that requirement recently because we 
were satisfied that senior management had begun to address the 
issue. 

Senator Collins. Is that an unusual requirement or have you 
found similar problems that warranted a quarterly report from the 
private bank division of other multinational banks? 

Mr. Small. We have in the past required banks to make reports 
directly to the senior management and audit committee when we 
felt that that information wasn’t getting addressed properly and 
needed to be done. 

Senator Collins. Finally, Mr. Small, in your testimony in par- 
ticular, but also, Mr. Sharpe, in your statement, each of you identi- 
fied a number of barriers or obstacles to your ability to effectively 
conduct examinations. Mr. Small, I was concerned in your state- 
ment when you talked about the difficulty that your bank regu- 
lators had in getting beneficial ownership information, and you 
said that, fortunately, as a result of continued persistence by Fed- 
eral Reserve examiners, the banks provided the requested informa- 
tion. 

Should it require that kind of extra effort and persistence? Isn’t 
this something that banks should be required to have in their files. 
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information on the beneficial owner? And should you have to go 
through these obstacles? 

Mr. Small. Well, our concern is clearly that we need to be able 
to assure ourselves that the banks are conducting appropriate due 
diligence on who their customers are and that they know who they 
are doing business with. And our concern was that when we looked 
at particular customer files to do a sampling, that beneficial owner- 
ship information was not available. 

Now, the history has been that when the beneficial owner is an 
offshore corporation or entity that has perceived privacy protections 
in the offshore jurisdiction, that the banking organizations believe 
that they will violate the laws of that foreign jurisdiction by allow- 
ing that information to be disclosed in the United States. We have 
taken the position that there needs to be a way for the bank to fig- 
ure out how to make sure that they know who the beneficial owner 
is. They need to be able to tell us how they do that, and one of the 
ways that we can do that is by the sampling of these accounts and 
the information. 

I think that while in the early 1990’s we began to push this idea, 
we really had not been strongly or — I should say we had not been 
strongly pushing it as hard as we did when we did this private 
banking review in 1996. And I think that is when it really came 
to light for the banks that we were really serious about this. 

I think the environment has changed a lot since then and that 
banks are providing the information. They are asking for waivers 
from their customers in case there is a perceived problem in the 
foreign jurisdiction with confidentiality laws. 

So I think there has been a change, and I would agree with you 
that we shouldn’t have to push that. But as everything we do, 
when we first raise it as an issue, we have to bring it to the fore- 
front and make sure that it is understood what our concerns are, 
and then make the industry understand it and get cooperation 
from the industry. And I think that is where we are now. 

Senator Collins. It just seems to me that the tangled web that 
you have described of having to deal with anonymous accounts, fic- 
titious names, concentration accounts, offshore accounts, and se- 
crecy jurisdiction makes it virtually impossible for you to conduct 
a thorough examination. Mr. Sharpe. 

Mr. Sharpe. Well, I would certainly agree with Mr. Small that 
it presents issues and barriers and it makes it difficult. And I 
guess the only thing I would add to what he has already said is 
that in many respects this is an international problem which will 
likely require some kind of international solution. Just as banks 
that operate in the United States are subject to U.S. laws, banks 
that operate overseas are subject to the host country laws, and 
sometimes those laws are quite restrictive. And we do have to find 
creative ways and we do have to put some burden on our banks to 
make sure that they are doing everything they can under the cir- 
cumstances to know their customer and to know the beneficial 
owners and to provide whatever protections are needed to do the 
kind of due diligence that needs to be done. 

But it is an international issue, and we eagerly look forward to 
working with others, other regulators here in the United States 
and internationally, to address that problem. 
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Senator Collins. Are there efforts underway to come up with an 
international approach or some sort of standards that would make 
this global problem easier? 

Mr. Sharpe. There are a number of initiatives underway. We 
have referred to those in our testimony, through the Financial Ac- 
tion Task Force and the Basel Committee and other organizations 
that are all working vigorously. And I think also there are aspects 
of the National Money Laundering Strategy that will very likely 
end up addressing that issue from the domestic perspective but 
also through participation with those international groups. 

Senator Collins. Thank you. Senator Levin. 

Senator Levin. Thank you, Madam Chairman. 

I am not satisfied with that answer, frankly, because yesterday 
Mr. Reed told us that if their operation in a secrecy jurisdiction 
were a problem for our regulators, the regulators would have told 
us. 

Now, they are a problem for you. You both testified to that today. 
Your testimony, Mr. Small: “Secrecy laws in some jurisdictions 
limit or restrict our ability to conduct these on-site reviews or ob- 
tain pertinent information. In such instances, practically our only 
alternative is to rely on a bank’s internal auditors.” 

Your testimony is the same. You have got problems. You rely on 
voluntary waivers and this kind of activity. You are looking for an 
international solution. I think we all want to have an international 
solution, but I think if we wait for it, we are going to continue to 
see that our banks are making profit off dirty money. We should 
not tolerate it, and you should not tolerate it as the people who 
regulate our banks. 

Now, Citibank says these restrictions in these offshore jurisdic- 
tions don’t seem to be a problem for our regulators or for us in Con- 
gress or you wouldn’t allow us to operate in a secrecy jurisdiction, 
he tells us. 

So my question is: Why do we? Why do you? Why don’t we sim- 
ply tell our banks you can’t operate in a secrecy jurisdiction unless 
we have the same access to those records — and here I am talking 
about legal process access to those records — as we do to your 
records here in the United States? Why don’t we just simply decide 
that? 

That is what Citibank told us yesterday. You guys don’t want us 
to do it? Tell us. Why don’t we tell them? Why don’t we just simply 
cut that knot and say we either have to have access through legal 
process to records in secrecy jurisdictions or we are not going to 
permit you to operate in those secrecy jurisdictions? 

Mr. Small. 

Mr. Small. Well, Senator Levin, we actually attempted to do 
that in a proposal that we had last year in terms 

Senator Levin. But that wasn’t a private bank proposal, was it? 

Mr. Small. That was all bank proposals. That would have cer- 
tainly covered private banking as well as anything else. 

Senator Levin. No, but I want to just focus on private banks, be- 
cause these are the banks that are used by folks that have great 
wealth, that are able to do things that regular folks can’t do and 
don’t do. So I just want to talk about private banks. Why do we 
not then tell them at a minimum — ^because we know there is a con- 
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fidentiality issue that will obviously disturb regular small deposi- 
tors, and we don’t have the answer to that question. But until we 
do have the answer to that question, why not tell the private 
banks, which are handling huge amounts of money and which are 
the recipients of dirty money — that is not the case with small de- 
positors. I am talking about private banks which are used to laun- 
der money and receive either illegal money here or illegal money 
in those countries. 

Why not start by telling those banks you cannot use secrecy ju- 
risdictions unless we are going to have the same access through 
legal process to those records as we would in this country using 
legal process to those records? 

Mr. Small. I understand that, and I just want to come back to 
say that the proposal would have certainly covered private banks. 
As a matter of fact, it specifically discussed private banking oper- 
ations. 

Senator Levin. But it went way beyond that, correct? 

Mr. Small. Oh, absolutely. 

Senator Levin. I just want to talk about private banks. 

Mr. Small. I understand that. I just want to say, when you are 
asking what we should do about it, there was a proposal that dealt 
with that issue. 

I also think that we have been very diligent and vigilant in look- 
ing at private banking operations as a result of the study we did 
in 1996 and going forward and that we don’t see — while we still see 
some problems, we don’t see the problems that we saw in the past. 
And so we are getting access to information. The banks are bring- 
ing the information onshore when requested, and I would make the 
assumption that there would be an uproar from the banking com- 
munity that we would be shutting down competition, we would be 
putting our banks at a competitive disadvantage if we completely 
shut off all offshore access because it has legitimate purposes. 

Now, I assume if Congress would like to regulate that, then that 
would be the law of the day. 

Senator Levin. Yes. But I want to now ask you for what your 
recommendation is. These restrictions that exist on your access to 
accounts in offshore banks or offshore countries, which you have 
here but you don’t have offshore, is there any reason why you 
should not give us a recommendation, straightforward, that says 
we want access? We don’t want to rely on internal audits, we want 
the same access to those accounts, at least in private banks that 
run these offshore operations, as we do to those operations here do- 
mestically? Is there any reason why you shouldn’t give us just a 
flat-out recommendation? Because that is what they tell us. 

Mr. Reed told us yesterday, if we have a problem with that, let 
us know; apparently you guys don’t have a problem, or else you 
would let us know. That is a very fair comment on his part, as far 
as I am concerned. Now, why not do it? Why not give us that rec- 
ommendation? 

Mr. Small. I don’t know. We would obviously have to evaluate 
it and come back to you. 

Senator Levin. I would appreciate your doing that. 

In February 1997, the Federal Reserve asked, and the OCC 
agreed, to review accounts at the Citibank Private Bank associated 
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with President Bongo of Gabon. Now, one of the concerns was the 
lack of file information about the source of the funds in the ac- 
count. 

Mr. Ober testified under oath yesterday that in the 7 years that 
he handled the Bongo accounts, he never asked President Bongo 
about the source of the funds. Never once. 

What is your reaction to that? Let’s start with you, Mr. Sharpe. 

Mr. Sharpe. Well, when the Federal Reserve brought that mat- 
ter to our attention, we assigned one of our most senior examiners 
who has experience in bank secrecy matters and anti-money laun- 
dering to look into that matter, and he did. He spent, off and on 
over a 4-month period, a great deal of time looking at bank files, 
bank records. He looked at cash in, cash out. He looked not only 
at Mr. Bongo’s accounts, but the accounts of relatives and associ- 
ates. He also talked with the bank about their reasons for con- 
cluding on source of funds issues and did not accept the initial an- 
swer that he got but, in fact, told the bank that he needed more. 
The bank went to its Paris operation where an analysis was done 
of the source of wealth and provided back to our examiner. That, 
together with the information that he had assembled, suggested to 
him that this was, in fact — this was a situation that did not rise 
to a level that justified the filing of an SAR. 

I would note that the particular customer here had an account 
relationship with the bank dating back to 1970, and the private 
banking account relationship dated back to 1985. And it was not 
common, I think, certainly not in the 1970s and probably not even 
in the 1980s, to have that kind of information in the file. So it was 
an appropriate inquiry, and we are satisfied that our examiner did 
what he could to look behind the bank’s explanation and to draw 
the conclusion that he did. 

Senator Levin. Now, was it your understanding that this memo 
meant that President Bongo received $111 million each year in gov- 
ernment funds which he could use in an unrestricted way, includ- 
ing putting the money in his personal bank deposits? ^ Is that what 
your understanding was? 

Mr. Sharpe. That was the information that was provided by the 
bank. 

Senator Levin. And did you check with the IMF or the World 
Bank or anybody else to see whether that was true? 

Mr. Sharpe. No. We accepted the analysis that was done by their 
Paris office. 

Senator Levin. Looking back, wouldn’t it have been better to 
check with the IMF or the World Bank or any other entity that 
would have knowledge of the budget of Gabon to see whether or 
not, in fact, that president was given under Gabon law the unre- 
stricted use of $111 million a year? 

Mr. Sharpe. There are always additional steps, I think, that peo- 
ple could identify, that you could go back knowing today what we 
didn’t know then, to suggest that additional or further inquiry 
might have been appropriate. We are satisfied that the examiner 
presented with the facts that he was presented with made an ap- 


1 See Exhibit No. 19 which appears in the Appendix on page 154. 
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propriate inquiry, looked into the matter, spent a great deal of time 
on it, and had to draw a conclusion. 

The only other point I would make on that. Senator, is that his 
conclusion was not a conclusion that the account was absolutely 
okay. He didn’t approve anything. It simply was a conclusion that 
there wasn’t sufficient evidence to justify the filing of a suspicious 
activity report. ^ 

One of the things he clearly communicated to the bank was that 
it was their responsibility to continue to monitor the account, and 
if they gathered additional information that suggested that some- 
thing more needed to be done, it was the bank’s responsibility to 
act on that. 

Senator Levin. Well, it seems to me if that is the level of the 
oversight we are going to be providing, it is just inadequate, be- 
cause it is such a glaring statement in an explanation that it just 
cries out for an in-depth inquiry. Is the president of a country 
handed $111 million in a budget for his own personal use? Any in- 
quiry with any of the world banking operations. World Bank, any 
of the world banks, would have indicated, no, there is no such pro- 
vision in Gabon law which gives the president $111 million. 

So I would hope that this would be, frankly, a lesson to our regu- 
lators that we just have got to look beneath the most superficial 
kind of an explanation. That is not knowing your customer. That 
is the opposite, it seems to me. That is just accepting any expla- 
nation. 

It is a little bit like Salinas. The explanation is he sold a con- 
struction company. No one asked what construction company, what 
did he get for it. There were rumors floating around Mexico at the 
time about source of corrupt money, and there is not even a ques- 
tion? What do you mean he was in the construction business and 
he sold his company? What was the name of it? Never asked. What 
was it sold for? Never asked. What kind of construction projects? 
Never asked. 

And so it seems to me we have got to be a lot tougher on the 
regulatory side here with whatever authority you have. 

Now, I don’t think, frankly, you’ve got enough authority. That is 
what I pressed you on before, Mr. Small. You are stymied in terms 
of getting information about who the beneficial owners are and 
what the source of wealth is, because of secrecy laws in other coun- 
tries that our banks are allowed to bank in offshore. And yet we 
are kind of silent about that and, therefore, complicit, I believe. 

We cannot complain about corruption in foreign countries and 
then allow our own banks to profit from that corruption without 
doing our best to eliminate that inconsistency, because I think it 
is just wrong. But we need your help, not just in regulating with 
the powers you have, but giving us recommendations, looking at 
these bills that are pending and will be introduced to tighten up 
these laws on money laundering, and we welcome very much your 
response to those. 

I have a number of other questions, but my time is up. 

Senator Collins. Go ahead. 

Senator Levin. Thank you very much. Madam Chairman. 


1 See Exhibit No. 20 which appears in the Appendix on page 155. 
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I want to go back to Mr. Sharpe. Is it fair to say, given the 1994 
review of the Citibank operations and your dissatisfaction with 
their Know Your Customer policies, that from your perspective, at 
least, know your client was not an effective part of the culture of 
that bank in that year? 

Mr. Sharpe. Well, that process had not yet really taken root in 
the bank in that year, and that is what was being developed, and 
that is one of the things that we tracked the progress of over the 
subsequent exams. 

As I said before, we were interested in seeing that particular 
process come to fruition because we felt it was a process that was 
worth following through. It had a lot of very attractive features to 
it. 

Senator Levin. My question is, though, at least from your review 
of it in that year, the Know Your Client culture had not taken at 
that bank. Is that a fair statement? 

Mr. Sharpe. I think that is a fair statement. I would point out 
that this was really our first hard look at private banking in 1994. 
In fact, I would venture to say in 1994 that a lot of folks weren’t 
looking at private banking, period. It was considered a sleepy back- 
water, and our examiner looked at it in terms of the potential risk 
that it might present and thought an examination was appropriate. 

Senator Levin. I think it was, too. But I am saying, when you 
did examine in that year, it is fair to say that the Know Your Cli- 
ent Culture had not taken hold at Citibank at that time yet. Is that 
fair or not? 

Mr. Sharpe. I think that is a fair statement. 

Senator Levin. All right. Let me just close, and I very much ap- 
preciate the additional minutes that the Chairman has squeezed in 
here for me. I know, for instance, Mr. Small, that you have been 
taking the lead in your agency on trying to correct some of these 
problems, and we very much appreciate both you and Mr. Sharpe 
in terms of the work that you have done. And while we are press- 
ing your agencies to take stronger action and to help us close loop- 
holes, in your cases, I know that as individuals you have been in 
a leadership role trying to do exactly that. And I just want to end 
by thanking you. I know I have heen pressing you pretty hard here 
today, but I wouldn’t want the hearing to end without a thank you 
for your cooperation with this investigation and for your work at 
the agencies. You have been in the advance part of your agency on 
these areas. Thank you both. 

Mr. Small. Thank you. 

Mr. Sharpe. Thank you. 

Senator Collins. I am sure that our witnesses are delighted to 
learn that we have another series of votes so that we are going to 
end the hearing. 

We may have some additional questions which we will submit for 
the record from hoth Senator Levin and from myself. 

Because the vote has begun, I am going to submit my closing 
statement for the record. 

closing remarks of senator COLLINS 

I want to thank all of the witnesses for their testimony today. The peculiarities 
of private banking and its vulnerabilities to money laundering must remain a focus 
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of our banking system and, particularly, our banking regulators. These hearings 
have demonstrated — I think conclusively — that private banking is by its very design 
vulnerable to criminals who wish to launder dirty money. As a consequence, we 
must depend on our banks to implement internal procedures and controls that will 
allow the detection and reporting of suspicious activity. 

And, it’s not enough that our banks have written policies and procedures in place. 
They must create a corporate culture that places a priority on fulfilling a bank’s 
legal obligation to report money laundering. That means banks must ensure that 
their employees understand that, while servicing the client is always important, 
such service cannot include turning a blind-eye to activities that may be related to 
money laundering. Setting such a tone and culture starts at the top and, as I noted 
yesterday, I am glad to hear that Citibank’s CEO, Mr. Reed, is taking steps to make 
that culture a reality at Citibank’s Private Bank. 

Today’s testimony also makes clear that our banking regulators have a big job 
ahead of them to make sure that American banks take seriously their legal obliga- 
tions to detect and report suspicious activity. All in all, I believe the OCC and the 
FED have done a good job, and I am glad to see that private banking has been given 
greater scrutiny in recent years. There is much to do, however, and I hope that the 
regulators remain vigilant and take the steps necessary to keep our banks clean of 
the dirty money that is circulating in the international banking system. 

Again, I want to thank the witnesses for their testimony over the last 2 days, and 
I want to thank my staff for their work on this investigation and preparing for this 
hearing, Claire Barnhard, Leo Wisneski, Ryan Blalack, and Justin Tatham. As I 
noted yesterday, this investigation was commenced at the request of Senator Levin 
and I want to commend him and, particularly, his staff for their hard work in pre- 
paring these hearings. This hearing is now adjourned. 

Senator Collins. I did want to again commend Senator Levin 
and his staff for outstanding work in this area, and I also want to 
thank my own staff, which also has worked extremely hard on 
these hearings. I think they have heen very interesting and very 
valuable, and I look forward to continuing to work with Senator 
Levin on this issue. 

Senator Levin, if you would like to make any final comments, I 
would give you 1 minute. 

Senator Levin. Yes, thank you very much. Madam Chairman, 
again, for these hearings, for you and your staffs strong support 
and the great work. Your staff has worked very closely with our 
staff here. 

We are hoping, frankly, to tighten up these laws. There is too 
much dirty money that is moving through American banks. It is 
not healthy for us. It is not healthy for the world. And we are going 
to do what we can to change it. As the Chairman says it, we need 
to do it on the regulatory side. Surely we have got to enforce what 
laws we have on the books. But there are some pretty gaping holes 
in those laws. With your help we will be able to close those holes. 

Again, thank you for your work in your agencies and for your ap- 
pearance and cooperation with our staffs. 

Senator Collins. I want to thank all of our witnesses both from 
yesterday and today, and the hearings are now adjourned. 

[Whereupon, at 4:14 p.m., the Subcommittee was adjourned.] 
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“Senate Permanent Subcommittee - 
On Investigations 
EXHIBIT t 3 


SALINAS CASHTFRS CHECKS THROUGH CITICORP MEXICO 

Bank Check# Date .Amount (pesos) EX Amount (U.S.) 


Bancoraer 

730221 

10/13/92 

$200,000,000.00 

.0003212 

$64,240.00 

Somex 

325357 

10/13/92 

$3,200,000,000.00 

.0003212 

$1,027,840.00 

Subtotal 



$3,400,000.00 


$1,092,080.00 

Somex 

325359 

5/18/93 

$6,300,000.00 

3.1220 

$2,017,937.22 

Somex 

325321 

5/27/93 

$15,400,000.00 

3.1200 

$4,936,000.00 

Cremi 

4438047 

6/1/93 

$16,800,000.00 

3.1310 

$5,366,000.00 

Cremi 

4438051 

6/2/93 

$19,440,000.00 

3.1250 

$6,221,000.00 

Cremi 

4438057 

6/3/93 

$19,472,000.00 

3.1270 

$6,227,000.00 

Cremi 

4438060 

6/4/93 

$25,964,800.00 

3.1210 

$8,319,384.81 

Cremi 

4438063 

6/7/93 

$15,655,600.00 

3.1285 

$5,004,000.00 

Cremi 

4441174 

6/7/93 

$9,864,000.00 

3.1090 

$3,172,724,35 

Cremi 

4441348 

12/2/93 

$3,310,000.00 

3.1025 

$2,130,539.89 

Somex 

325362 

1 1/30/93 

$3,300,000.00 

3.1025 

Combined with 
transaction above 

Cremi 

4454754 

1/13/94 

$9,900,000.00 

3.1080 

$3,185,328.19 

Cremi 

4454775 

1/18/94 

$16,650,000.00 

3.1085 

$5,356,281.17 

Cremi 

4454786 

1/25/94 

$16,650,000.00 

3.1075 

$5,358,004.83 

Cremi 

4454794 

1/26/94 

$16,650,000.00 

3.1080 

$5,357,142.86 

Cremi 

4458603 

3/23/94 

$1,344,000.00 

3.3380 

$1,301,378.07 

Somex 

325364 

3/23/94 

$3,000,000.00 

3.3380 

Combined with 
transaction above 

Banorte 

3829264 

9/9/94 

$10,596,598.00 

3.4160 

$3,102,048.00 

Banco 

Mexicano 

488285 

10/7/94 

$3,052,426.22 

3.4210 

$892,261.39 

Subtotal 



$213,349,424.22 


$67,947,030.78 

GrandTotai 



$216,749,424.22 


$69,039,110.78 


EX-Exchange Rate 

Source: Compiled by the Permanent Subcommittee on Investigations, November 1999, from cashiers checks and 
account summary provided by Citicorp. 
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Senate Permanent Subcommittee 
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EXHIBIT # 4 


DOCUMENTATION 
POLICY 

■ Issued April 9, 1992 

■ New Accounts 

S All documentation must be in place within 
60 days, any deficiencies bust be approved 
by a Business Manager. 

■ References 

■ References should be on file for all clients. 

. Two written references 

■ Waive One reference - Requires an AVP 
or higher approval 

■ Waive Two references - Requires a ^ 
complete WH referral form and Business 
Manager approval. 

■ Existing Accounts 

■ It is the responsibility of the Private 
Banker to obtain all account 
documentation as new products are 
purchased. 

■ New Private Bank Agreement/ 

Documentation 


r.ROI 5935 
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13 

MrHQRAifDOT TO: All PBC-MH Stirf 
FSQK: a. Zdvxrd Mcntaro 
OATZ: April 9, 1992 


*n«icTi nrrm snntTirtj^j 



£ll 


niVAl r 

oAmNG 

GROUP-Wt- 


Ov«r th« y«*rs, ha* b««n *iu:c««aful in 
op«nin 9 « ijroviftj moibar at vary daairaJsla, targat aar3cat< 
accounta and artanding a divaraa product »1» to tha cliant 
baaa. Hovavar, tha docuaantatlon raquiraaanta aaaociatad 
with tha abova hava not alway* baan coapliad with in a 
tlMly fashion. 

Ctlvan our ecasitaant to strong coaplianca and our dasirs to 
anhanca our control anvlxonaant, as a rola, no nav accounts 
should ba opanad without cosplata docuMntatlon. Tha 
attachad policy doas allow for ainor axeaptions: hovavar, it 
also raguiras sora up front scrutiny of docuaantation 
axeaptions to ba parforaad by tha Suainass Kanagars and 
ultlmataly aysalf. 

I would Ilka to raasphasiza tha iaportanca of tiaaly and 
coaplata doeuaantatlon at tha Ineaption of a nav 
ralationship or account, and trust you will a int siaa tha 
naad for axcaptlon procassing in this araa. 


cwBmo 


CONFIDENTIAL 
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PBG-WH COCtngWTATIOH Por.TfY 


M«w accounts should' not - ■ b«- opsnsd ' without coaplsta 
documsntation. Xll PMS/IIS rslatsd docuasntation rulss and th* 
Rulss Govsmlng th« Ejctsnsion ot Crsdit continus in placs. 

On an sxcsption basis, w« will opan PKS/IIS and banking accounts 
with daficiant docuaantation only with a raalistio daadlina to 
racaiva tha nacassary docuaants, but not longar than sixty ( 60 ) 
days and only with Businass Hanagar (or dasignatad daputv) 
approval on a Businass Rislc Kamo. Businass Rish Haxos will not 
ba raquirad to opan accounts whara only rsBarsncas ara siising 
during tha first sixty days. Currant Division policy ragarding 
TBrRA raaains in placa. Accounts aust hava complatad TErRA 
documantation at tha cpaning of tha account. 

Aftar tha initial sixty (SO) day pariod, any dafioianciaa tha^ 
ara not corractad aust ba raviawad and apprcvad by tha Businass 
Hanagar in ordar to continua oparating tha account. This 
approval by tha Businass Hanagar aust also indicata whan tha 
daficiancy will ba rasolvad, but no longar than thirty (10) 
days. If at tha and of this 90 day pariod tha docuaantation is 
still not corractad, tha Businass Hanagar aust obtain Division 
Exacutiva approval 1 1 continua oparating tha account or tha 
account will ba racosa-indad to ba closad -within 30 days. 


Rafarancas 

A rafaranca should oa on fila for all cliants. If wa ara 
gatting a rafarral fro* aithar our 0n-3hor* officas, othar 
Citibank branchaa, or fro* an axisting oliant, tha attachad 
Rafarral For* *ust ba complatad. 

Division policy raguiras that wa obtain t-wo (2) rafarancas f^r 
all account*, hovavar an A.V. P. or highar can waiva ona 
rafaranca proridad that tha othar rafaranca is poaitiva. only a 
Businaaa Hanagar or daaignatad unit haada can waiva both 
rafaranca* and fh-la should ba dona using tha Rafarral Tors 
indicating thair raasona for thia action; 


xlstinc Accgqnt* 


t will ba tha raaponsibility of tha Privata Bankar to 
hat all accounts currsntly on aithar tha CM, Pffl/IIB or Crsdit 
dsin. docuaantation daficiancy rsporta ara ragulariiad ^ 
nd. A 90» costplation rata suat ba achaivad by tha 2nd Quarttr 
nd includad in aach Privata Bankar’a goals . 


ce015172 
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CDS, FK3/II3 and Credit Adoin.'s r«spon*ibility viii fc« co 
gravid* ■<th« n«c««»*ry nontfily MIS for PSG-wh 3ianag«a»nr to 
monitor 'tii« abov* policy, vith a 90 day d«linqu.ncy -apojt 
supplied to th« Division Extcutiv* and ti« Ragulatory Compiianc* 
Unit. 

Ragulatory Conpliano* will aonitor all accounts that ar« past 
du« and follow-up tJ «n*ur« tbat Oivision Policy, is baing 
adharad 

If an axisting cliant opan* a naw account, and ha* baan a cliant 
of an activ* account in go6d itanding for on* yaar without 
rafaranc**, th* currant cltibanJc account can count as a 
rafaranc*. Thi* aituatlon 1* allQW*d for 1992 in ordar to 
allaviat* currant rafaranc* daficiancy hacJtloga. 


C801 51 73 
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Mramc; RiQPTR2?gyT3 
FRIVATZ SAKTINg ACC0CTT3 - tfw 


wh«tn«r rraa anatfur CltibanJc/Cicicorp •ntity, or anothar Bank 
a r«(«rtnc« auat h# in wricing and pc»itiv«. Poaieiva -aani 
known oo tfta rafarring inacituri^n or branch and conaidarad'"coaci 
for eha purpoaa ai opaning an account. 


1 . For clianta vho ara rafarrad by anothar CitibanSe/Citiccrp 
anricy, a maaorandja or CiciMil froa char sntiry is 
suSfictanc. Tha raJaranca providad should contain tha 
aranch's axparianca in thair daalinga with tha cliant i.'a. 
typa od account, lira, langth od rtlatienship, sourca'od 
funds and any cradle axparlanca. 

2. For wal!e-ln cliants, radarancas nust ba obtainad fro* tha* 
prospactiva cliant and raquastad fro* tha institution* vhar* 
tha cliant had or has an account. Do not diract raquasts to 
any ipacidie individual providad by tha prospactiva cliant, 
but to tha institution's Cradit Dapartaant. Id ralationsftip 
is lass t.han a yaar, tha radaranca wist ba approvad by tha 
MarJeat «anagar/Unit Haad. 

3. Oanarally, rafaranes* should not ba accaptad fro* anothar 

cliant, howavar, should tha situation warrant, than a 

radaranca can ba accaptad providad that tha cliant had a 
ralationship dor ovar a yaar, wa art satlsdiad with his 
businass and potantial and wa hava anothar positiva 

radaranca on fila. dha radaranca wist ba i.n writing and 
approvad by tha Karkat hanagar/Onit Kaad badora accaptanca. 

4. Radaranca* od tha typa such as "Xnow od Kothing 

Undavorabla*, "Knovn To «a* or sisilar axsreisas in studisd 
nautrality raguira the Susihaa* hanagar to approva 

accaptanca. Tha Karkat Managar/Unit Haad should considtr 
obtaining a credit report locally. 


DOC1071 


CB015174 
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-j - — I FORM 1 / 

iHAr «i coM^LiTia ir othi. Citiiank Saaach a* ir TtnAMaxt q. 


Our ClUHT Ha :, 


Cliixt Naki (txcQoi ir 


FIJTIO Tt; 


HRILIO) 


0 To: 

CITIBANK 8RANCH/0FFICE: 


Attixtiox or: 


OEPOSITS; 

OATt 

OptNtD: Avoc Sizt OP Account S 

Oati 

QptNtD: Aval Siz* or Account,! 

CREDIT: 


Tfri: 

Trpt: 


Total Cridit Faciliths 1 Yia* or Fi*»t Cridit BATtHsiox 

COHHCNTS ON CrIDIT HISTORY: 


Othir <nown Rilationsnirs or Rilatid Accounts: 


.fHlR KNOWN BUSINiSS/FlNANCIAL ACTIVITItS OR CUSTOMIR; 


]THtR COMNfNTS/ATTITUOf OR SRANCM TO CuSTONf R/RIASON TO WAIVI: 


Bank RtrcRtNcis/OTNi* Cn«min«1 wmicn you Hay* on rili: 

Plxasc cnicx ir VCRirllO 

Jrancn Account Orrici* (Nani/Titl*) 

lATl: SlGNATURf: 

’8G-WH Account Orricir (Nan*/Titli) 

ir-- KS: - — _ — 

SiSNATURl: 


CB0151 75 
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£D KOWALCYK 
CCC/18 ' 


MEMORANDUM TO; 

FROM; 

RE; 

DATE: 


All L.A.M. Private Bankets- 
Reynaldo Figueiredo^^^ 
References 
Hay la, 1992 


The following will serve to clarify the Division policy that requires 2 references for 
all accounts. 


The most common referral source is from another Bank. Other Citibank 
Branches/Offices, or an existing client can also provide a reference and these 
should be indicated on the attached Referral form. If you do not obtain a rsference 
from one of these sources, and feel strongly that the account should still be 
opened, then, in effect, the referral source is you, the Pnvate Banker, 

Please understand, every account that is opened comes with one of the reference 
sources above, therefore, we are at no time waiving the requirement to know our 
clients. 

In the case where the Private Banker alone is the referral source, then either myself 
or theTourtn^ H^ad must sign off on the Referral form within 60 days of the 
account being opened. 


CC: Larry Levine 
Ed Kowakyk 
Mike Kelsey 


confidential 
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n 

PSG - WH CITlaANK REFERRAL FOR.M 

Ir. : v ae CaMPLETED BY OTHER CITIBANK BRANCH OR BY TELEPHONE OR TESTP.O TEL'X) 

3uR Client Nq;_ ^ Client Name (encode if'hailed) 

Send To: ~~ 

:iTISANK BRANCH/CFFICE: Attention op: - 

lEPQSITS: 

)ATE 

Ipened: Avge Size op Account S Type: 

'APE 

Ipened: Avge Size op Account S Type: 

IREDIT: 

OTAL Credit Facilities S Year op First'Credit Extension 

OHHENTS ON CREDIT HISTORY: 


ther known .Relationships or Related Accounts: 


THER KNOWN Business/Financial Activities or Customer: 


HER Comments/Attitude op Branch to Custoher/Reasoh to waive. 


NK References/Other Checkings which you have oh pile; 

Please check ip veripieo 


ANCH Account Oppiceh (Nahe/Title) — 

Signature; 

;-WH Account Officer (Name/Title) 

.lARXS: 

E: 


Signature; 
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exhibit 


Banking Account Application 


cfncoRPOUWBini/SNrBAfiac 


ll\rrERNA nONAL PRIVA TE BANKING 



5ai lAg (yOf^'rPrF-V ^ 

d.«_ G-Qt^Vo-JS,; 




Psssoot^ nuinoe'/Cauf'ifv 


B'js'ness acorass 


primary feSiCe«C9 1 J 



tyce O' ousioess 


Bank mfervnces 






^ke. 










Perfor 10 eoniaa 


c.V-=^ 




Type o/3CCOunt(s} 
you want to open 




« ott«c Please check beWw ii you want intormation aooui any of out other services 


, , Checking 

□ Timedeoosits/ 

Other deeosiis 

□ Savings 

Additioriel *ervk»* ’ 

□ Portlolio Management (investment adwsory 
services) 

□ Custody Accounts tor securities and oreoous 
metals 

□ Private investment Company Management/ 
Trust Administranon 


□ OverOfartCadditionat form required) 

Q BilioayingCadditionaltOfmreauired) 

□ Credit cardsCaddittonai form reouired) 

□ Other (describe); 


□ flea! Estate Investment Advisory Sen/ice 
(commercial real estate in\esimenr3) 

□ Rne Arts Management (including the purchase 
storage and deitvery of an art collection) 

□ Loans 


Format individual 

owmsrstiip _ ,, ^ Q Joinrtenants with nghtol Survivorship 

» □ Tenants in common(anachdeiaiisoicwnerahip) 

□ Corporate (complete Corporate flesclution) 

□ Nonprofit organization (complete oiner reouired 
documents) 

□ Other (describe); ^ ^ 


□ In trust tor (give benefic iary mlormation deiQw); 
Nam« r\ Pi 0 A cr^ 

Homeaoaress . _ 

BW000042 

uO 


flalatior'sniOWJK 

cLiKka 
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Checking 


Time deposits/ 
Other deposits 


Savings 


Complete this section it you are opening a checking account. 

Amount of decxJsitS Would you like ctiecxs'^ DYas □ iMo 

Oo you want the tdleol account to aDOear on cfiecks? QYes QNo 


Complete this section it you are opening a time deposit or other deposit account. WeoMer tne loiiowmg lyoes 

•NawYork • tBF • rj<h fl<wtfvw . . , 'Other 

• Nassau Eurodollar 'London • Monthly Cash Reserve 


Tvoe Qtaeoosii Amouni 

fvOeoKleooit Aincuni 

Currgncv Sale 

Cwrency ^Ure 

Ooening oaie Term/Maiumy 

Ooening <Mie fjfm/Waiudiy 

At matunry: 

□ Renew Dftncioalwift^ interest 

Q Renew onnoDai. and credit interest to Citibank 

At maturity 

□ Renew onnooal wuh interest 

C Renew onncioal. and credit interest to Citibank 

□ Renew onnctoai. and credit interest by 

□ flenewonncioal.anclcredinnieresiby 




Comotete this section it you are ooerwng a sawngs account. 

What type Of savings account(s) do you want to ooen? 


Should we hold'your passbook in satekeeoing? □ No 

O Yes Csee General Terms and Conditions) 


Source of funds Total amount of funds deoosited to ooen these accounts: , 

Source of these funds: 


Signature All aodicants must sign oelow. 8y signing below, you: 

‘ agree to ihe General Terms and Conditions of this aoD.lication lor the accounts or services that you requested 
atxjve Of that you may subseaueniiy aooty for 

• agree to the conditions m the Customer Handbook orovtded wiih this aociicaiion, 

• agree to inform us of any changes in the oersonai iniormanon orovioea, 

• declare inai you are a nonresident alien ot the Untied States. 

X X 


X ^ 
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P^r%cfi9l 

/n/cvmjfxxi 


Banking Accxtunt Application iNTERm wnal priva TE BANKIR. 

please onrti 

■jg^z./wAy Oz>£r/iAIJ 


l^^icao M mw (SM (WvQi Vm Corawmi) 


'■pspWaiQ-p AZ^/y 




P3ssb9'!''<j'not'>Coufmy 


Bu^reuMami 


f>0« o' OuSK'«U 


P/SSl^ /J^jC /^V 


San* rsMAWJCAS 



lyp^o^^ccoofTtfi; ^^hecKirg 

you w»/Tf« open 'Ssoosits/ 

‘^0in«r<3«oosus 
O Savings 


/^bmi o/ 
ownership 


O Ov«f0rat! (addiiional form rs 

□ 8iiicaying(adaiiN3nalform rwuire 
0 Credit cards (aaotrofia! form reauifsd) 

0 Otfter (describe):,,, 


AddWon^ rtrt^ »• ortetP'ease choc* CetCs-r * want information about any of our omer ser/ices 

Q Real SstaieinvestmentAdvisory Service 
(commercial real esate investments) 

Q fine Arts Manaflemeni (including ttie ourcnase. 

storage and delivery of an an collection) 

Q Loans 


a Portofio Management (investment advisory 
•services} 

□ Custody Accounts lor securities and oreoous 

metals 

□ pnvBte IfivesimenfCompany Management/ 


Trust Administration 


□ individual 

Joint tenants wiin ngnt of survivorsnio 
'U Tenants m common (aitacn isetailsof ownershiO) 

□ Corporate (compieie Corporate Resolution) 

□ Nonprofit organization {comptete other reiauired 
documents) 

□ Otner (descnbe) 


trust for (give cenaticiary information below) 


norm WSnss 
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'A 



CofT-pi&e this s8Cf«3/» ityotj arFOOsmog a ciiecXuig atxocuv. 

Amour.to{dsoosiiSu___ Woidd you Ska cnecks’ Gyss 

Oq you want me inteoUa:ourt to aocMf on cr«cxs? OYes QNo 


r/m<» d^posJts/ 
Of/tor deposits 

Comoi&e this seaionilyou an opening a iKnedeoosit or otner deposit accoum weafler me icilcwing ryoes 

• IRP • Cash R*s«rv« . ■ . "Othaf 

• Nassau Eurodollar •London • Monthly Cash Raaarv* 


r,coi««iM 

Amoum 

1yc« oecsooM 






a.,. 


Oo»n-''3 «» 

Itrm/Msivi<ity 

0»~g=«. 



Ai maiurity 

□ Renew onncioal with interest 

□ Renew onnctpai, and credit inwrest to Onoank 

At maturity 

G Renew onncicalwiiti interest 

C fleoawonnocai.anacradiiimeresttoCiiiDank '' 


□ Renew onncioai. and cred«inieresi6y 

0 Renew onnawl. and credit interest Oy 


□ Other (descnbe): 


□ Omer(cescn0e) 



otfrea of funds 


Comotefe mis secnon if you ate ooenmg a sawn^s account 
wnaJ ryc«_of savings accounts) do you want to ooen? 


□ Regular Savings. Amount S_ 

a OtneKdesmbe): 


O Golden Savings. Amount S_ 


Sncuid w« now your oassOook m salekeewng? Q No O Yes (see Genera! Terms and CorKJitions) 


Total amount of funds deoosifed to ooen these accounts:— 
Source of tnese funds: 


All aooiicanis must sgn Deiovt 8y signing oetow; you. 

• agree to me General Terms and Condinons of this aooiication tor me accounts or services mal you recuested 
acoveortnaiyou may subsecuenttyapcty lor. 

• agree to ine conditions ip the iustomer Handeook crovided wlh this aocfcatton 

• agree to inform us^tfjwjichirisin ffe personal mformacon provided, 

tdtare mat ycue^a aMo the United States. 

X 








SC*Ci*l«lSAXWrS 


fl»l«f»nc* rtiOSrSlOVf 

a Sujvwa a Sp»cui gWvwOtittaOl) 




JM0044 


Aoorov^ Oy ino fi*s» 
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Mamorandua to: 

rt: 



,ALL P3G-WH STAFF V 
/ \ 

I CUZHT ACCEPTAHCZ POLICI 



0/^1 ,( ~ 


C/' 

/ ;D.. ^ 


A* all of u« know, tli« Intarnational Prlvata Banking businaaa hai 
hacoaa inoraaaingly conplak av«r tha pajt; y«ar». It is critical 
that w# maintain tha high itanOarha wa hava in plaoa in tagard to 
"knowing our cuatomar'* and usa tha utmost diliganea to scraan 
prospoctiva naw cllants. 

Tha attachad atataaant is a datail'ad dascription of Divisional 
polioias in raspact to tha opaning of accounts. I axpaot aach 
and avaryona of us to ba familiar with tha contants and to 
Gorsduot oursalvaa accordingly. . ' 


fTJ 

<3 a Edvard Kontaro 
Saptamtoar 27, 1991, 


CB015167 
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I.' Corporate ethics, corporate compliartce and corporate protechott require goad 
ciieat knowledge. 


Law and policy require us to 'know our customef and have a reasonable level 
of information about a client u the time of account acceptance in order to be 
able to maica an infornied dedsioa. 


We only .accent: clients- .with -integrity artd-good repuaoon. In the case of 
accounts heidhy truats.oe private- inyestsnena corporations, we should be-saris- 
fied that . the becefiaei owner or coturoilinf shireioidets tneer our integrity 
and reputa&oQ critehe. Clients whose ethia or demands are, or are 
suspected to be, questionabier mutt be refused. We do not msintam eemnnr, 
forpeneat whsw.sale.recammendinon: is rise imnyat.of hinds. ftowini through 
their accmmta. .. -Art account ofScer who has any doubt about a poiennil or 
actuii . client, should consult with his/her supervisor befcr* icceptmi the 
account, or at -the time- when the doubti appear. Tha Regulatory Compliance 
Unis shouid aiso be conaalied in cases of douix 


EL It is our policy to know the principais of ail accotma. Koowisf our customer 
protect! us in me fejllowinf ri tuarima: 


The bank and its offlcen can be civiUy and criimnaiW liable for 
handling funds with knowledgt or cmsdaas disrepud of the tza ihat such 
funds are the prooeeds of illegal^ (it, money laundering). While 
vigilance throughout the relatinnship is needed, a dear-eyed assessment 
ofthe iniegtity of the dient, his fausineg activities and source of 
funds as the acctptsnce stage and thereafier can alleviatt these risks. 
It also h »ip« detect any fumie panena iaconsitient with the client's 
known profile. 

We an reqcdred by U.S. laws to know certain spedfio infOnnihon about 
our diesa in order to csm^ with applkabie tax, regnianons, securi- 
ties Ixwa .■"'■' vr i i ing types of iavtstmena, and the Money L au nd ering 
Cotmoi sad Bank Secrecy Acts. We must know who the prindpili of each 
■,,-TaCTW tra and have udsfacioiy identi^ring infonnadon on such 
oriaciDalh. When non-rtsidens aiieta stanie u adduced through a svrora 
&enx stattmest (TEFRA Dedinhon), the Private Banker accepting the 
account nmst hare reaaonable evidence of loci aataa. We cazm rely on a 

signed TEFRA if we have icmil know! edge that the facts are different. 


ce015168 
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) fEAmj 

■ AiiiiltTHnl PirtiM 

The possibiliy ii ilwiyj preeeiu rfui we miy be- liable for oegligence in. 
allowing a fraud to occur through an To the eatent. however, 

fhef we detnanstrate that we have int^uired into the activttlee of our 

dienl and have received credible- eaplananoca and also have wounds for 
believing our client is honest, the protection from such • liability will be 
inceased substantially. 


Against Clients 

Qear rules as to auibority to dispose of clients' assets are a funda- 
mental requirement. We must know who, under what droimstances, and how 
identified, is auihoriaed to jve instnictiom. When we hare ootica that 
the person we ir* deihng with is arring, not (ct his own account, but as < j 
an agent for a third party, we must know the p rmdp al in order to be sure - 1 
of the agent's authority. In most cases, it is moca appropriate to insist >■. 

that the be opened in the actual owner's name, with powers of 

attorney grimed to the person acting fcir the account. In the case of a 
corporation, we mnst have proper^ auThetrnr a tfd corporate records, 
dommena and authoriamg resolutions dearly identi^dng the persons 
to transact for the corporation and wo mnst knew such persons. 

Agaiass the Bank 

Knowiedgt of the diW oui help reduce simations when the bank may be 
set up to lose moio than it wiU ever rectita, or may be subject, to 
variiM and fitlse daimt, often by indtriduals purporting to act 

for wealthy, •seerat' inveitota. 

I rwromusH 

coUaieril security must depetjd in pan on 
he owner of the collateral and in most cases 
Ota As a baste maner, the authority of the 
negotiating and r-cr^rmf docuntems, must be 
to rely upon the efteenvoaess of the secui- 


Granting credit based upon 
knowladp ct the botiower, i 
other paniee to the transact 
penaaopentincthe aecoum. 
axiequat^ ranfied in order 
isy against third persona. 


CB015169 
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In iddition, if the client or other parries are or have been involved in 
illegal activity: the- government may seek forfeiture of client assets. 
This may result in a loss to the Bank of funds which were relied on as 
collateral where we cannot sufficiently prove that we are an innocent 
holder without reason to believe that the Rinds were tainted. Knowing the 
client, and that, he ■ is not ictinj for a third party of unknown 
credentiala, lessens these risks. 


d) T.EGITTMATE PRIVACY EXPECTATTQNS 

Knowing your client may defuse needless probes into the private affairs of 
our lejirimaro cliena. Haphaaard accepta n c e procedures and insufficieni 
mfbmaiioti may cresre the appearance of impropriety, raise quesuons and 
create unnecessary ingninn 

ntf-m with lejitimaie privacy interesa thy away from a bank involved in 
public conirovcny. An important ele m e nt in the protection of our name ^ 
from adverse publldty is the quality of our ciiena. 


nr We do not i nc ep t tratsactiom involving criminally desired frmds or funds used 
for oitninsi code If inyone suspects that t chant is enpjed in illepi 
activity, he mmq immediately advise his supervisor and the Regulatory 
Compusna UnlL 

IV. It is the responsibility of the PrivaM Banker in the location where the 
ia domiciled to obtain all relevant chent infrinnihon and account 
documentatioo. Bisk mformanoa must be obtained on all joint account 
ownetl. infrifTruricM must be doeameaied in writini (he, account 

openini and ciirnr profile docntnecaiion) and should i n rindet 

a) Deseriptioa ol doettments used td identify customer. Copies of passports 
and other relevant idenn^rini data should be recorded. 


b) Source of ftnak. Orijin of cash deposits should be requested from client. 


c) Refstaaces wvs irTttng to pohcy guidelines. 

dl Gewnl beetarouad iaiocBaiion on the diem. La, busiaesa or 
ptufeoioo. avSile Sumly informahon. d irramhip , pennaaem residecca 
addrem. of dcmicile. etc 


MisceHaneous infocmatka. cp, if one or sevaralJoiiK s«^ hold^ 
are nor present at account opening, deteinane bw they ^ id<^ 
tiiesa«im. Compitt* mfennmoa asaansmi tU tcaxst holdta is I 
n#s-*iiArv It th« txaa o< opcaiaf iccownt 


Eicii PBO*WH is respoasibU for momuxim co mptisn ct with the ibov« 

requirgtTveaa. 


CB015170 
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V. Units actii!| is administrators or managers of fiduciary accounts are 

responsible tor obtaining all infomutson required by this client acceptance 
poUdes. 

VT. Acceptance of a public figure, i.e, goverameni leader, political figure, 

senior military , ofncer, etc, requires the additional approval of the 
Division Eaecutive before the account is opened. 

vn Soedal Name Accounts. Use of special name accounts should adhere strictly 
tie 'speciel name iccoum' polity adopted-by the Division. 

VTTT Eiceptiona to Qienl Aceeptusca Crite^ R'r*"“s f?r requestini any tvalver 
of these criteria must be recorded in wiihnj, listing medfie reasons for 
waiver snfi placed in the iccouni documentation file and be approved by the 
respective Mtrke! Region Head. 


CB01 51 71 
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Senate Permanent Subcommittee 
On Investigations 
EXHIBIT # 7 


Screen 4 CiienC Business/Background j 3/Q1/95 2:52cm 

978575 RAUL SALINAS DS GORTARI 
Business/Background : 


Next Screen: For: 


Password: 
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Senate Permanent Subcoimnittt 


To: 

CC: 

CC: 

CC: 

CC; 

CC: 

Fron: 

Date: 

Subject 


On Investigations 

CMNA 15-SEP-92 16:39:23 0 1 ^ 4 0 8 , g 

tAM DIRECT (LIST:) 

M. Carmen Butler (USNVC: PBGWB) , Pedro Guerra (CSSAQ:F5G), 

Larrv K. incrraham {CSCY3:PBG), Dave Jones (USN-YC: PBG) , 

Edward Kowaloyk (tISNYC.-PBGKH) , Jose Carlos Quintela (CSS^:PBG)., 

David J. Tristram Smith (USNVC:PBG), David A. Tremblay (UbNYC:P3G), 
Jaan-Pierre Zelcer {USHYC:P3G) 

Reynaldo rigueiredo (nsNYC:PBGV<ii) 

TU£ lS-SEP-92 16:34 GMT 

Client information — Policy S Procedures 


As you vil 


recal’ we discussed on several occasions ways of using CAM3 as our 
:lient information system. The need for having one standard syst- 


storagerupdairaiid ritAeval of non-finanoial information has 
permit y _ . Bankers resigned from the bank without 


that . 

hopn ^a'"thar exacerbated when Pnva- _ _ , • 

leaving'bahind adequate information for their replacement to statu working 
efficiently with clients. 

Simole processes and procedures have been developed which should allow us to use 
C.SJ1S both offshore and onshore while ensuring confidentiality. In addition, I 
have established the policy below which I expect eac.h one of you to enforce 
throughout your area of responsibility. 


INTRODUCTION 

CiiJ4S entails two broad types of information: 

(a) Son-.tinancial, Private Banker-driven (screens #1 through S5) , including 
Name i special Attention, client's Confidential Client 

information Client Business/Background, Client Strategy/Meetings. 

(“ otSe? screens, includii. Product Balances and Transactions (CDS-driven) . 

POLICY 

is LAM'S Management Policy that: 

C^S be used as the primary vehicle to store and document clients' 

-“"‘l«rd«a bfaicessible in the onshore 

Who have an onshore service relationship and in a 

manner only, so as to prevent unauthorized access to it by 

!’‘“p“ia?"Bankerrbe accountable for anf 

information relevant to their clients and ensure that ii- i P 

-^■^Sr?omJliancf Department will audit CAMS files to assess compliance with the 

No information will be accessed onshore in 
or has expressed a desire to maintain head office conwa,« y* 

This policy and related processes & procedures can only be amended or ex 
made to it by LAM's Business Manager or higher management. . 

PROCESSES i PROCEDURES 

;i) Country Managers/Investment Center Managers yi'-- client infcrrraticn 

Ukers onshore and offshore {all U.S. offices) will complete client _nt 

screens ?! through SS. 

(J) Offshore private Bankers will access those screens using their 

CB01M25 
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' pas~-' 0 ’"J ^-astriccad zo Cheir own expense code or expense code -group. 

- 3 ) • Onshore Private Bankers will be nominated by the respective Country 
Managers for issuance of CAKS passuords allowing theiE Co access their respective 
exoanse codes from onshore offices. LM's Business Mar.acer will approve, 
individually, such nominations before passwords are issued by cos. 

Ml oasswords will be renewed each month by CDS or every tine a personnel 
change’ requires it. CDS may immediately suspend any such password at Country 
Manager's or higher manageirtent's request. 

fSl CAMS PASSWORDS ISSUED BY CDS TO PRIVATE BANKERS {QNS.PQ.RE AND OEFSHORE) 

MUST REMAIN CONFIDENTIAL AND WILL UNDER NO CIRCUMSTANCcS Be StiAHED BY HOLDcS 
WITH ANYONE. 

f5) Onshore Private Bankers with passwords will be able to consult on-screen 
r.on-financial client information. Policy mandates that no such screen will be 
printed locally. 

(7) The country Managers will be provided by Pedro Guerra with the necessary 
software to implement (3) above. Procedures for password issuance S renewals 
will he developed by Guerra in conjunction with CDS (David Smith) . 

( 8 ) Screens =1 and =2 should NOT be input to CAMS for any Trust and/or PIC 
account. Client contact information for such accounts will be exclusively 
maintained in TRUMPS C(B)L system in Nassau/ Cayman . it will be C(B)L 
responsibility to keep this information up-to-date and to regularly sollicit any 
relevant input from Private Bankers to that effect. 


9) No linkage with C(B)L or C(C)L- accounts is p 
icreens . 


oernitted in CAMS non-financial 


I am asking each Country Managers and/or Investment Center Manager to ensure 
that the following target dates are being met for all 

managerial responsibility: Clients who have account with title in their own 
name: screens 91 and 92 must be inpu' into CAMS by 12/1/92 for all clients. 
Screens =3 through "3 will be input: 

Top 20 Clients/Private Banker, byl2/l/92. 

Remaining clients, (except select), by 4/1/93 
Select clients, by 6/30/93 

I am also asking each Country Manager and/or Investment Cancer _ 

forward to my attention, no later than 9/30/92, a theiJ 

their entire area of responsibility and indicating the sched 
reviews, i.e. w.nat Private Banker will be reviewed by * 

exercise should take place at least once a year therea^t-er. 

I an caking this natter extrenely seriously, and I am asking you, in cu.n, 
exercise your full managerial authority in getting this 30 

Please iec me knew if you have any questions. 


Reynaldo 


CBOI4630 
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Senate Permanent Subcommittee 
On Investigations 

EXHIBIT # 9 

CMNA 8-0EC-93 2Q:iS;47 023001 
Xar Wah Chan {Ai>H:<G:?3G), Saivacore Mailica.- (USNYC; ?3 g: , 

Mako Obara (USJTfC; PBGWH) , Henry Heller fUSNYC: PBGWKi , ' 

.u: Alberc Misan {CSMEX:LAG?I , Jat'ier M Crespo (CS3UZ : LAGF) , 

Co; Kachy Waldron (CSMIA:?3G). Jose Lais Daly (CSVMI:?3G], 

~a: Miccheli S. Keller (USNYCiPSGWH) , Ancanio Carlos Corteae ICS3AC:==~- 

David A. Trantbiay (DSNTC: P3G) , Steven ree {DSMIA:?3G) 

CC; Oliver C. Scholle (USNYC: P3GWK) , Edward Kcwalcyk (uSNYC; ?5GVH1 . 

CC; Christine A. NolCe (GSffYCtPBGWK) 

rrem: G. Edward Montero (USNYC: P3GWH) 

Dace: WED Oa-DEC-93 2Q:2G GMT 

Subject: Client Prof ile/Saicabilicy/Sales Practices 


The following was decided in the LAM Co-anciy Head neecing 
Waveenber 22-23, vis-a-vis completion of CAMS 1-5 for your area: 

Due DECEMBER 31, I9S3 

- All clients over Sl.OMM by AUM 

All clients having EMI and Derivative Products 

Due FEBRUARY 13, 1994 

All clients over 5S00H by AUM 

...a JUNE 30, 1334 

- ReiTiaining client base 

As a. guide, you should refer to the November 1 Suitability and 
Sales Practices policy stacemenc and have the Private Bankers 
demonstrate their knowledge of the client. In general, Che 
documentation required is the basic CAMS Screens 1-5 which 
includes client informacion such as complete family and 
business background and financial condicion/nec worth. Also,- 
you shculd include in the free form areas, "suitability* type 
of •infermation liuch as Che customer's overall expressed 
i.tvestmenc objectives, risk tolerance and prior transaction 
experience. If the client expresses interest in a particular 
product set, ensure chat they are aware of the associated 
risks . 

Since our meeting, I have decided to simplify the polity and 
hold you, aa the Manager, directly accountable for Che adherence 
CO policy by your staff. Year end bonuses for each of you will 
■ held fer non-completion, of this assignment in the requi-S ^ 
ne frame. You must accest to the sacisfactcry completion o- 
....a above by December 31. 


CB014o26 
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Trust beneficiaL client related information ahcuid 
and ulciraacely housed yith C{3}L in the Trumpa 

crnder seoarace cover, I will include a_recent: draft of a 
client auicabilicy guide which can be coupled wich the CAMS 
screens . 

We all agreed this is a very ictpcrcanc topic requiring our 
full accencion. 

Thanks , 

Ed 

Delivered: WED Oa-DSC-1933 20:20 GMT 


All ?IC and 

h-- recorded 

item. 


CB014627 
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Copyright 1993 McClatchy Newspapers, Inc. 
Sacramento Bee 



EXHiBnr# 


August 11, 1993, METRO FINAL 

SECTION: MAIN NEWS; Pg. A14 
LENGTH: 1347 words 

HEADLINE: RUMORS OF CORRUPTION BESIEGE MEXICO'S PRESIDENT 
BYLINE; David Schrieberg, Bee Mexico City Bureau 
DATELINE: MEXICO CITY 
BODY; 

They say here that Jose Lopez Portillo, a former Mexican president, once got 
bashed over the head by outraged citizens armed with shopping bags as he 
ventured out from his luxury retirement estate. 

"Thief," a crowd reportedly screamed at Mexico's most powerful man from 1976 
to 1982, widely alleged to have robbed Che government of billions of dollars 
during his tenure. 

People tell plenty of similar stories of treasury theft about two other 
recent presidents. The lesson for Carlos Salinas de Gortari, whose six-year 
presidency has entered its last third? 

Beware of shopping bags. 

Rumors -- all publicly unsubstantiated -- are flying in government circles 
and among the national press that members of the Salinas family, and possibly 
even Salinas himself, are taking advantage of the president's office to build 
massive personal fortunes. 

And rumors are the only reports likely to be heard in a country where the 
press does not play a watchdog role, the government essentially stands guard on 
itself and one political party has reined supreme over ail branches of 
government for more than six decades. 

According to some of the stories, Salinas’ siblings are involved in a wide 
variety of unsavory business deals, peddling their influence, using other people 
as phony fronts and generally throwing their weight around in their commercial 
dealings. Then there are the whispers that Salinas himself has a secret share in 
the country's telephone monopoly, which was sold off along with hundreds of 
government-owned businesses to private investors. 

Of course, in a system where all public power and thousandobs flow from the 
president and where business fortunes are created by his nod. no one who values 
his career or his scalp will talk of such things on the record. 
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But off Che record^ such stories are the Calk of Che town. They are hinted at 
in Che media by columnists anitical opponents. They are openly discussed at 

PAGE 3 

Sacramento See, .August li, 1S93 

private parties of the rich and politically influential. Even high-ranking 
government staffers are said by acquaintances to be troubled by the reports, 
which have long circulated but have been increasing lately. 

"In past presidencies, you heard people talking abouc corruption," said one 
inf luenjournalisc who -- of course -- asked not to be identified. "But we're 
talking here about top Mexican officials . . . the ruling class. This is a huge 
change . ’’ 

This of rumor traffic is traditional fare in the last two years of any 
Mexican presidency. In Che past, behind the smoke there has been some fire. A 
bodyguard for Arturo "The Slack" Durazo, Mexico City police chief and close 
friend of Lopez Portillo, wrote a best-selling expose that detailed astonishing 
official corruption. 

Durazo eventually went to jail. So did Jorge Diaz Serrano, who was head cf 
the state-owned oil conpany. Most recently, another Mexico City police chief was 
arrested and is awaiting trail. Other public officials have amassed ostentatious 
W6a3.th while serving in public offices that pay less than, top salaries. 

In 1984, Washington colmnnisC Jack Anderson, citing CIA sources, triggered a 
small scandal in Mexico when he wrote Chat President Luis Alvarez Echeverria had 
amassed from $ 300 million to $ 1 billion; Lopez Portillo from $ i billion Co S 
3 billion, and former President Migxiel de la Madrid about $ 200 million. 

The current round of rumors are never accompanied by proof or testimony of 
knowledgeable, named witnesses. They have been emphatically denounced by 
Salinas' fani.lly and his spokesmen, wjio blame political hit me.n for spreading 
lies. 

"It's absurd and there's nothing to it," one source close to the president 
said recently. "It’s dirty tricks." 

"False, slanted . . . and without the Least attempt at verification, '' 

Salinas' oldest brother Raul, who has been the focus of many of the allegations, 
wrote recently in an angry letter to two magazines. 

Despite indignant rebuttals from Los Pinos, Mexico's White House, analysts 
and observers say Salinas is likely to keep stumbling against public perception 
that Mexican press and members of their administratonsider it their right to 
prepare for comfortsdsle, post-presidency lives. 

Arturo Sanchez Gutierrez, a political analyst, calls it "part of Mexican 
political culture." 

Unlike the U.S. press, Mexican reporters and editors almost never play Che 
role of watchdog. Besides having virtually no access to incriminating documents, 
many publications depend or. government advertising to survive and don't dare 
rock the boat . 

As a result, one newspaper editor said, his paper's policy is one of "con 
negligence about following this all Che way down." 

What's clear in the current round of rumors is that it's the latest step in 
the almost predictable dance of Mexican presidential politics. 


Sacramento Bee. August 11. 1993 


PAGE 
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expert at Georgetown University. "It's just as noi^al as in the first few rrionths 
of the next administration, there will be all kinds of noises about corruption 
in the previous administration.” 

"Somebody, " he added, ”may even get arrest 

GRAPHIC: Bee file 

Rumors are flying in Mexico that President Carlos Salinas de Gortari is taking 
advantage of his office to build a massive personal fortune. 

LANGUAGE: ENGLISH 
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Amy Elliott: 

Pedro Homen; 
Amy Elliott: 


Pedro Homen: 

Amy Elliott: 


Pedro Homen: 

Sarah Sevan: 
Amy Elliott: 


Sarah Sevan: 


Senate Permanent Subcommiitee 
on tnvest!3ati(»» 


EXHlBm 


March 1, 1995 
1:59 p.m. 


You know what I mean? Um, but after the day is over maybe I’ll feel 
different, I’m sure I’m going to be asked to speak to God, okay? 

I’m sure. 

Um, and so after I speak to God I will pass it on to you, but my inclination 
is not to do anything that, that would look like we are trying to, to cover 
up things, to do things. We did not act improperly, um with the 
information we had at hand. This is not a case where we can be faulted 
for, for, for doing anything wrong and for not doing proper due diligence. 
We did, okay? 

Yeah. 


... I expect that I will have to go up to, to God and when I do I will let 
you guys know. Where are you going to be, in London? 


March 1, 1995 
2:47 p.m. 

[Unintelligible] okay and [unintelligible] we thank God that the guy close 
to God is comfortable as well. [Laughter]. 

His right hand man is comfortable. 

His right hand man is comfortable. I love it. Alright sweetheart. Thank 
[unintelligible] . . . both of you. Okay. Bye. 


March 1, 1995 
3:02 p.m. 

Um, so Amy’s okay. She’s been in since six-thirty. Um, obviously she’s 
speaking to ev^body, God included, and, um, she’s speaking to the 
lawyers now as well, so probably, I mean she’ll speak to you if, if there’s 
anything she needs to address specifically, but she’s basically . . . 
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Senate Permanent Subcommittee 
on Investigations 


EXHIBIT #_ 


11b. 


March 1, 1995 
1:59 p.m. 


Pedro Homen: 
Amy Elliott: 
Pedro Homen: 

Amy Elliott: 

Pedro Homen: 
Amy Elliott: 
Pedro Homen: 
Amy Elliott: 


Yeah, 

Uhm, everybody was on board on this. 

Yeah. 

I mean this goes. [Unintelligible] in the very, very 
top of the corporation this was known, okay . . . 

Yeah. 

... on the very top. 

Okay. [Unintelligible]. 

You and I are little pawns in this whole thing okay? 
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SenatB Pstmansnt Sitommitlas 
on b 


racS. noT ™ - TOT FO R 


EXHIBIT #_ 


12 


Client File [966241 TENDIN INVESTMENTS LTD. PC-2623N 1| Client Pranie Form 
• Business Data "“■ 


Company Name: 


Q Own Biisinass 

Data Started: 


Natura Of Bijsjness: HEAD OF STATE R3R OV£H 25 Y£AfS__ 


Any Useful Details/Changes Anticipated: 


Source of WeaWi / Business BacJtground; Setfjj 

AS A RESljLTQFPQSrnOH. CflUHTRy tS OlLPROOtJCat. 


(Mooe) 


InfonnatJoru 

C/0 CmTRUST (aAHAMASl LTTJJ?. 0. SOX H>157S_ 


1 ( ) * Ext, 

Fjnctiofc ■ Unspecffied 


NASSAU, BAHAMAS ATT>I: DO^ISIE KKOWUS, T.O. _ 


1 ( ) - Ext 

Bmction; Unspecified 


Inform atwn: 


( ) - Ext 

Fanrt'or; Unspeciiiaj 



Fri. Aug 16, 1996 02:49:07 PM Property of CiHbank. New York 


Page 5 

XiOG2448 
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KYC DEFICIENCIES 

Date; 

R,, redacted - 


awm ^ 

Accwmt DocittjentitJoo Unit O 

o,- Senate Permanent Subeom 
Maken r- c . on Investigatas 

UBN; ■sosat^aiT # 



'i 


Beneflclai Owner Details * aaax - addresses * refertoces • passport 
Ale /'^'vvez. redacted-*^ W^exocotj- fis.^C- 

1'-- V-Oo ot' — 


Source of wealth 


Business backgrounds 


Business afflJiations 


i 


Source of knowledge 


Public figure • investment centre head approval 

mW 


Use of account 


A97183094 


Type, volume and frequency of transaction through account 


Client profile for ^account holders 


Source of funds used to open account 


Other details 


^^MMITEE MEMBEBS AND SHPF 


CS0032-81 
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Senate Permanent SutKSSJinilBe 
on Investigations 




.-EXHlSETiL 


•14 


ST5ICTLY CONFIDENTIAL - NOT FOR 
■ OEGUIAT ION 

- AND SIAFF 

CMY — 


?o: 

:C; 

:C; 

^JTora: 

late; 

subject: 


G 0220 CC 2a-A?R-97 14:53:57 509307 
Alain Cber (USNYC:?BGWH) , HuwaffaX Bibi (USIfYCiPBG) 
Jaan-Francois Hubert (St7PAR205;PBG) , Sails Raza (EUI^N:?BG} , 
Francois Harve fSUPftAZ QSr PBG) 

Christopher L Rogers (EDPARZOStPBG) 

MON 2S-APR-97 14:49 GMT 
France^abon Paris Press clippings 


I see that -Jean-Franois was able to get you the clippings you 
required in ay absence, and I thanlc him for doing so diligently 
thoroughly . 

At the sane tine, Franois Herve and I feel quite strongly that all . 
of us need to be very thoughtful and selective about the press 
coverage ve choose to interpret and share about our top customers. 

In the case at hand, the information which has cone to light recently 
is part of an ongoing controversy which stretches back: wall into last 
year, and which largely transcends the cola question of our customer 'e 
personal financial dealings. 

I am unable to interpret the current press allegations insofar aa they 
might touch upon the Bank but would not be tempted to try because of 
tha doubts it could raise in people's minds about our own relationship 
with oxir customer- If this is the case, we ought to be extremely 
careful about sharing such information with regulatory authorities, 
baeaume we can't answer for it. 

I think our course of action should be to stay informed about what is 
being carried in the newspapers, and consult regularly amongst 
ourselves about what appears to be germane for the Bank, only then 
‘should ve seek more interpretation and possible further dissemination. 

I'll volunteer the first recommendation as to our course of action in thi 
matter: 

IJ the chairacter of our customer is not compromised from a compliance 
standpoint, insofar as our relationship is concerned; 

2) we should stay as far away as possibla from this mess, unless and 
until any one of U3 has firm or verifiable evidence which would lead 
us to suspect the Beuik's interests ax& at risk. 

Regards f 


Chris 


HB: Huwaffak/Alain 

Please take out a subscription to "Xe Monde’' 

to great lengths to photocopy and mail the "Lettra du COntinen , » 


X007054 
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Id 

CIECULmON ' ’ ' ’• 

‘STJRCOMMriTBT? MT’MPERfr AND STA?F — 

OiNU' 


with respect, cannot be expected to scan and clip the local press on a 
daily basis. I ‘11 send along what I think is important as per 2) above 
and you should do likewise. 

Seceived: MON 2a-APR-1997 14:03 GMT 

leliverad: MON 28-APS-1997 14:49 GMT 


X007055 
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SsnaiB Peraiawntsubcommto 

onlnrasOgaflons 

— -jj 



From; Christopher L Rogers 

Sent: 06 November 199a 10‘^7 

To; Salim Raza SI^J^Y C01® Emm - Nrxr 

Subject: TENPIN ^aTAIJON 

MEMBERS AND mFF 


We ought fa enaura that wa face this Issue and Ss possible in^cailons 
with oUf eyes wjds opan. 


Whafavar InternaJ cansidarations we satisfy, tha marl^ing fallout Is lifcafy 
CO be ssliaus. 


Yeu may find tha following mrcsidemtions of sofTO use If you are able to 
speak TO Anium today at 1 o:oo «.m. London tima. 

1 . Both Muwaffak and Nuhad are already beyond Gabon. They will not be 
around to pick up the pieces. 


2. At the swTcf of the day, Sam sets his marching ordara from Tendln, If 
the latter b snubbed, Sam will not rbk being bruised in the fallout. 


3. Tendln has been ^hadly instrumentai in our franchiaa’s sucooae ovor 
the years. Ttse lattor has bean a mattar of parsonal pride for him. 

Tendin got th* franchise beck an Its feet after the Mazumdar / Gopaul 
nadir, thrmjgh persona] intarjontion. Sam helped the 8rar»ch considerably 
over the Jaat two yeers to obtain a more reaBonablo acnd rightful share 
of public sector deposits, with Tendin's blessing. The probebilihr 
of this support being reversed indwfinitefy should be weighed seriously, 

A. We should hear in mind that fha Tendin relaffonshlp is deeply arrchofod 
[n a trust As such, it is a very poraonal mattar involving much of 

his family, Wa-e-vls which he cannot afford to Jcsa face. This is 
likely to magnify his reactian, vytth a further Wow to our eredibSfy 
as a private Bank. 

S. Ter^in and Mandela are tho foremost African leoders today, and they 
are friends. Tendin's poaition In Francophone Africa, including 
Congo K. is preeminortt Afifiough we can't measure how far the rtegative 
vibes eeuid go, triers is no doubt that they will spread and tttat will 
include France. Tendin'e family and frisrids esrand far. 

B. The fallout from Tendin will coincide with the newa from Mwaco, and 
the two will magnify each other. The impact on PBQ mariretog in 
Francophone Africa »rii( be sarioua. Beyond this, there would be 
lagitfmale grounds for ecncam in many people’s minds about yrhcxher 
Citibank was abandoning this perl of the Continent. 


Regards 

Chris 


X807045 
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The Citibank Private Bank 


Senate Peimansnt Subcomniittee 
on investigalions 

EXHIBIT# 16 


n 


crriB ' ' 


Memorandum 


Date: 15 September, 1998 

To: Credit Committee 

From.- Bcima Kusoglu 

Re: •■/ 305382 027 

USS 39. 100,000 

Surplus : USS 56,637,172.81 


Emerging Markets 
Relationship Support Team 


AS82790i3 


uefi 


Ct^cinai 


Or 

; 

Fan 


c- 

1 aS-.9.9<sI' 

CCDV 





Czvr:::. 

1 



I KUSiOGLU B. 



Purpose 

The purpose of this memo is to seek approval to oveitlraw the clients call account by USS 39,100,000 
until maturity of the time deposit on 30 September 1998 and set a special pricing of 1.00% over USS 
debit base race on call account nun^r 305382 027. 

Background/ratfonaJe 

The client has requested the remictance of these funds urgently. Tne total amount of the fixed deposit 
is US$42mm. The breakage of this would prove too costly for the client. 

Approval is recommended 


7^ 






CS003360 
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Semite Permanent Subcmnn^iee 
on Investigations 


EXlflB!T#_ 


17 


/ ,\’ 7 E R A' A no A' A L 

TRUSTEE 

SERVICES 


CONTENTS 


Welcome to The Citibank Private Bank... I 

TJie Trust 2 

Long-term conservation of your wealth 


The Private Investment Company (PIC) 4 

Securing the corporate advantage 


Our International Trustee Services 7 

The Private Investment Company (PIC) 9 

Tlte Distribution Trust II 

(Standard) 

The Distribution Trust 13 

(Preferred) 

The Family Trust 15 

The Protection Trust 17 

Other Services 19 

The Bahamas, the Cayman Islands, 

Jersey & Switzerland 21 

The best of all worlds 


What To Do Next 


22 
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The Bahamas, 

the Cayman Islands, 

Jersey & Switzerland 


I n the Western Hemisphere. 

our trust companies arc in The 
Bahamas and the Ca> man Island: 

In Europe, we have a trust 
company in Jersey and a 
trust administnition centre 
in Switzerland- 

Our trusts are usually written 
under the trust laws of 
The Bahamas, the Cayman 
Islands or Jersey and 
Cititrusi (Bahamas) Limited. 
Cititrust (Cayman) Limited, or 
Cititrust (Jersey) Limited 
(wholly owned subsidiaries 
of Citicorp) act as tnjsiee. 

We believe that the strong 
confidentiality laws and 
favourable tax status of the.se 
centres, combined with Citibank’s 
global presence and expertise, 
provides a powerful combination 
for the clients of The Citibank 
Private Bank, 


The be.st of all worlds 

■* run BAHAMAS is one of 
lire oldest parliamentary 
democracies in the world, an 
independent sovereign state 
since 1973, and has a long 
tradition of Trust and 
Company Services. 

< Tin-: CA yMAS islands 

are a British Crown Colony 
with a high degree of internal 
autonomy and enjoy a complete 
absence of taxation. 

^ JEBSEY. as a selfgoveriiing 
protectorate of the British 
Crown, enjoys total 
independence in Us domestic 
affairs. It frames its own tax 
and legal rules and will be 
unaffected by European 
Community tax harmonisation. 

^ S\yir/.EKlANOhasalong 
tradition of politicai stability, 
iiciitrality and private banking 
expertise and its confidentiality 
laws are amongst the strongest 
in the world. 
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Hubertus Rukavina; 

Pedro Homen: 
Hubertus Rukavina; 
Pedro Homen; 


Senate Permanent Sutwomnitee 
on Investlgatons 


March 1, 1995 
2:38 p.m. 


Now, the thing is whether that, whether 
those, whether those accounts 
shouldn’t be brought to Switzerland. 

The ones in London? 

Of course. 

They are held under the trust, right? 
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Pedro Homen: 


Pedro Homen: 

Tom Salmon: 

Pedro Homen: 
Tom Salmon: 

Sarah Bevan: 
Tom Salmon: 

Tom Salmon: 


Tom Salmon: 


March 1, 1995 
2:51p.m. 

. . , The, second point, uh, uh, Rukavina raised was on 
secrecy and confi-, confidentiality levels, that we can 
have a, with the present structure, with these accounts in 
London. So his question is, should we eventually move, 
uh, the accounts back to Switzerland, or are, we 
comfortable with, uh, keeping them in London? 

So, I, I believe there is no specific reason to be in 
London. 

So, Rukavina’s question is really, from a, secrecy 
standpoint, should we move it out of London back to 
Switzerland? 

Yes. I mean, what’s the best structure to [intelligible]? 

I don’t think that if we move it from London to 
Switzerland, London will be able to destroy its records. 

No. That’s right. You’d see a transfer. 

So, so, I don’t know what would necessarily be gained 
by moving everything to Switzerland. 

Okay, fine, I, then my feeling is this. I don’t think 
you’re going to be, 1 don’t think you’re going to be able 
to wipe out the history of London. 

[Unintelligible] 1 don’t personally see any benefit in 
moving it, in moving it to, uh, to Switzerland. 
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Sarah Bevan: 


Sarah Bevan: 

Sarah Bevan: 

Joanne Sciortino: 
Sarah Bevan: 


March 1, 1995 
3:11 p.m. 

. . . and essentially he’s ( Tom Salmon - Confidas) saying 
that if a transfer were done from London to Switzerland, 
uh, the very fact that you can’t bury the records or lose the 
records here in London doesn’t help anything. 


March 1, 1995 
4:31 p.m. 

Um, Rukavina was suggesting that the whole account be 
transferred to Switzerland, but, I mean, you know, yes, 
that’s an idea, but you can’t dispose of records here. 

So at this stage we are sitting tight. We are not doing 
anything. I mean obviously if we start transferring to 
Switzerland, not only is there a trace, but it also implies 
that we are . . . 

Right. 

. . . concerned or worried or what have you. And then we 
could really be seen to be committing a, a, an offense. 


Joanne Sciortino: 


Right. 
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Senate Permanent Subcommittee 
on Investigations 


EXHIBIT#. 


PBG-WH/EMEA NY 

DATE: 

April 14, 1997 

TO: 

File 

FROM; 

Alain Ober 

SUBJECT: 

TENDIN INVESTMENTS, LTD/966241 


Christopher L Rogers, our African marketing head based in Paris, recently had a meeting with a very high- 
ranKing government official of our client's counlry. This person, who keeps PBG accounts in Paris and 
New York (well known to me) has been involved in the country's .finandal affairs for the last twenty years. 
The main purjrose of the meeting was to detennine the amount of funds put at our client's disposal in [he 
national budgsrt of his country. 

The national Isudgef is patterned after the French budget and the evpsnse side is divided into three ' 
categories; operating expenses, investments and debt. In every yearly budget, an overall allocation is 
voted across ttie operating expenses and investments categories, it is understood that these funds are at 
the disposal of the Presidency, without any limitation. 

in the last published budget (1995), the various allocations were as follows (converted into USSMM): 

• Centralizal management/Special endowments: S45MM 

• Direct Ad.rinistration/Payments to Treasury: S54MM 

• Presidency/Special endowments: $2MM 

■ Fresidencry/Pemtanent Balance: S10MM 

Total: , Sti IMM represendngS.ilaGfulaSuocatfortSSS 


Whiie, we can ;issume that the same level cl allocations exist in the 1996 Budget (SI .^MiMM) and the 1997 
Budget (S1.5MMM - yet to be voted), we continue trying to obtain additional information about these 
figures. 


000G33 
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MEMORANDUM 


Comptroller of the Currenc/ 
Administrator of National Banks 


Senate Permanent Subcommittee 


Washington,. DC 20219 


EXHIBIT#. 



Date: June IS, 1997 , 


Subject: Related tiles of El Hadj (Dmar Bongo 

President ofGabon tArrtcai 


Background 

During the fourth uuaner '996. the Fcceral Rescr^'c Ounx ot N’e-v Vork iFRB) conducted an 
examination of Citibank s Global Private Bunking operauons. file rRB asked the t}CC ii the;- 
could test the FRB 's ne'-v know your custemer s O e.xam:r.at:cn procedures at Citibank. NA due 
to the size of its domestic and imomational pnvaic banking presence. FoHowing the FRB’s exit 

mestinc Mth Citibank management, the FRB asked CO meet ’-vith the OCC. OnFebruan’ IS. 199.'. 

Ralph Sharpe fDC for .VtNB ). Grace Dancy > E:Ci. .Mike Lino‘-vcs ^ NE District £&C Attorney;. Jerrr 
Cassel (NBE a: Citibank) and I meet -.vuh the .“RJ3. During :hat meeting the FRB shared with us 
the concerns iisted beiow, 

Althouch the FRB had concerns, they did not discuss them with Citibank management during the 
exit meetins. Howeve.n thev asked that '-ve tollow-up on the.m. Following that meeting and >in 
February 1 9. 1 997, .Mike Linowes and i me: wah the FRB e.xarr.ination team and superrisor;/ oltlce, 
During that meeting the FRB gave us a copy meir Bongo cue and uiscussed their findings in more 
detail. 

.As j]an of the examination scope, the FR.B .m-. :ewc 
■anusuai account activics File report :der.;;:;eu ; 

Bontto's tiduciar/ account, rendiii investme.'tts. iiv 
was the basis for FRB s aecision to revie'-'- account a 
issues: 

0 rnere is nochinu m iho- ::ie ;.':pi 2 ins the source or' the intttal mods beyond allujiny 
:o the oil ro'.enites .md reiott.tnshto -Atth the french ot! eomoanies. 


d the htutk'-. internal prouram that m.onicors 

reduetton ;.n -the Fendin (nvesttnent poarbiio 
^RB ide.ntitied the foilew-inu as 


oooctss 
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Mr. .Alain Ober. Citibank private bo-nker responsible for the Bongo reiatiousnip. told the 
FRB (donnc inccr.-iews) of President Bongo having a courier pick up suitcases full of 
cash from the oil companies. 


7 ?- 


In October 1996. President Bongo opened another account at Citibank. This account was 
to be used to collect payments .Tom his relationship with oil companies. 


.Assets from the Tendin Investment account were used to pay off existing debt with CidbanJc, NA. 
According to the loan terms, repayment of the debt was to come from liquidation of Tendin 
investments. The bank's unusual account activity' report reilected a S20 miihon increase in the 
Tcnuin invesunent .Account dunng the fourth quaner of 1996. ~ne increase was the result of 
rcoienishina the investment account, .According to .Alain Ober. President Bongo was pleased with 
i'iOw Citibank manaued Tendin Investments and wanieu to rebuild the portfolio to a ie\e: similar to 
what it was prior to paying off existing debt. .As of Seotemrer and arier the deb: repayment, 

assets 'andcr manauement lAL'.Vl) for Tendin Investments were S32 million. .As of .April 30. 1997. 
its assets increased to S56 miiiion. The increase :n the account is due to earnings im ihe .account and 
the additional hands deposited to replenish the account fSZO .miilion). 


' OCC Evaluation 

^V■hat follows is a discussion of t)CC‘s cvaiuation of the Bongo relationship. Dunng the tlrst quaner 
of 19'^'’ and :r. response to the .“i\i3's tindings. •'•e conducted an cxte.nsive review of ail Bongo 
.'ciaticnshics. This ."C'.'ie'.v included ail current ana past files pertaining to the tbilowing: 

0 Ei Haii i9mar .Bt'ngo - President of - -anon and Pnmar-- Client 
0 Tendin Investments 

o Editn Bon'ao-.Sassou •• .;e .ii :h*es:aent ;3v)ngo — Non*«,!ieni .’.ccountnoider 

0 Pascaiine Bongo -- Daughter of iVcsiaeni Bongo - .N'on-CIicnc .Accountholder 

0 .Ali Ben Bongo -- Son of President Bongo - N'on-CIient .\ccountholder 

'••Vhai follows IS a discussion of our tile .-cview and interview of .Alain ()ber relating to the iss'ues 
luentiiled above: 

. i.WiC rhi'ri' i.-i iiDmum .71 .v'ltr /iiv ihui cxoicuiK .vie source of {he inidai funds beynnei Ldhidin^_ 
:<) :he ml revenues itnd reiccuinsiup '-viiii the French oil companies. 

'.''■'e aeree with the- FRB ’.hat .no locuments exist to -ietaii t.he wealth source or dicure wealth 
e.Ncectations. ’’.V “11110 this was not an itc.m that banks w-ouid genomily coilect in the early 19l^0's when 
Citibanx entered this relationship, present K':C excccmtions strongly encourage banks to complete 

It' '.vealth. Over the oast two years. Citibank private bankin'g units have .made good progress m 


000G30 
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capcun::g tliis infcrmador. on all new ciionts and have emcarked on a pian io update all existina 
accouaiholders. 

iVLf, Ober sta:es dm: President Bongo does not provide sarBctenc inrormaiion to identify die source 
of except to say it is iroin hts pasidon as Head of iUte and re’.'enues dom oil btisinesses. 
However, as a proxy for source of weakh. Cidbank - Pans pertonned an artaiysis ofCabon's iasr 
published budget (1995) and tbtmd dui President Bongo hsi acpro.xinmtefy SU Jaiiliion, or S.f'l'a 
of die tom! 1995 budge: of Gabon, at his disposal, (t is the undsrstandina of bank managemenc dia: 
these nmds are available to the Presidency, withcm limitanon. According to Mr. Ober, President 
Bongo Ims subsianciai oil interests in Gabon and other Afncan ccunffies. Vvhen combined, these 
tacion- serve as sunport tor the source of Tcndm tnvestnmriss’ nmds. With die e.xccp(ion oi the 
transactions that caid off existing debt xnd repiem^ed the xcoimi, orow'Ji in the account has come 
from investment earriings on the Tendin assets. 

bsus. Mr. Ober 'oiti (he FRB tdurin^ tniurrunv oj PrssaieiK Ba/t^a itaviii^ u fcX’ur.Yr pick ua 
suitcases full in cash /rom the m: jomrame.': 

in determining cash uxmsactions ihrough Citibank. N’.\. wc revlcwea the ilks of Preside-nc Bongo 
and each r.onclient accounthoider le.g., wife. Jauehwr. .ind ()ur review -reveaied mar.y 

cansactiens. epical!;-' cash-cuts. ;n excess ct'SiO thousand maiic an -benaif of each accour.thoiiier. 
Oniy :\vQ depcsits included cash ;.n excess of 51!) •..buesar.c. riiesc .:er(A::t.*i '.vere for SiCO foousanc 
each, one made on cehaifof his daughter and one on behaifof his -vifc, Mr, t)bcr stated that tne 
source cf’itese funds was the remiaitur.e portion of a a Ho mdiion wire transtcr conve.tcd into cash 
for the President and his eritouraue's use during ihe fCth anntverstr-' of the L'nitcd Mations (l/M). 
One .Tiliion dollars came .'rcm the President’'- personal acauur.L .utd 5c00 thousand came trom the 
Gabonese Tteasury, 

Durfog an interview. ,VIr. (9ber iold us that P.residoni Bongo aiwoc-',- pays casn when Hsictng :hu (;S. 
During the 179 visit. Presnie.nt Bongo ano his entourage tools twn full .•’oors at the Plaza Hotel in 
NTC. Mr. Ober discussed other currency iransacttons fer the Presidc.nfta.'r.iiy mcmcc.-s and 
nersona. assistants. These transactions car he sueporrod '■’.•scii 'p. the estimated of the tmnuai 

national budget received by foe President. Copies of .-ciated tlTics w-erc in the rties. 

Issue: In October !9%. prestdetu BofiiS'/ i/perxJ ■.tttciher scctiuni -.viiich is .tueposed :o collec: 

payments jram his re:cr.<)>u>iti:,' •> :t>i .ii: ompciuci. 

Based on a discussion with Mr. Ober. Icair.cc mat rnis account was ocened wfocn .^resident 
Bongo purchased oi! interests in Africa. .Mr. dc.'nue: Oossou-Acvoet. President Bongo's oil partner 
.me personal adviser, has fail! p»rwcr .;f ottc-mcv for fo.is ccccur.t. Deposits ;n:o i.its acaourtt 
represent eomings' from President Bongo’.; oii interests :n .M’r.ca. 


000C31 
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Conclusion; Based on ourreviewofihe inforrnauon inail retaced files and Lncerviews 'AichMr. Ober, 

we conclude chat this relacionship and related transactions do not vTieet the level of suspicion 

expected for filing a Suspicious Transaction Report because of the following reasons: 

0 President Bongo receives 8.5% of Gabon's annual budget tor the Presidency’s unrestricted use. 
in 1 995. that totaled S IE i miliion. 

j The larce transactions reiated to Tendin investments account arc reasonable based on the debt 
repavraenc through the liquidation of assets. The ETIS conflnned the debt repayment during dietr 
review, 

0 The AUM of Tendin investments is reasonable based on President Bongo's budget aliocadon 
and oil interest. 

0 Mr. Ober is verv familiar with his client's linanciai activities and understands the transactions 
after reviewinu available facts, including the background and purpose of the cmnsactions. 

0 Based on the interview with .Vlr. Ober. the transactions conducted through Citibank .\'A are the 
son of transactions that the customer has hisconcally been making and arc normal for the Head 
ofState of an .-\fncan countr.-. 


What the ba.nk needs to do 

Fne bank .needs to e-'-cx.-tue .ts ciTcr.z :o ::::pr;r.e ;:s PStl profacs. inciucing the need to 


What the OCC needs to do 

Cenduc: a foilow-up PBci !<VC e.xxmmacon :o assess steps :xkcr. in response to the let: ‘^6 OCC 

relationships and these eiients -.wthout riduciar;.' rciacionships. inis o.xamtnaiion will commence 
on iuiy 1 -i. 1995. ind conduce "o rate: :hxn August 14. titai’finu 'viil include two OC IS- 
Camoiionce ( Steve Latasa;- ano Oxm- . .'darcas*. sme OC fS-i-;auc:ar-' .'Rusrr Voder, j. anu auuctar.' 
surror. f;.'tarr;iner Vjce.r will provide stafrlng and levels :br the rlcuciar.* ream. 
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GAO 


United States General Accounting Office 

Report to the Ranking Minority Member, 
Permanent Subcommittee on 
Investigations, Committee on 
Governmental Affairs, U.S. Senate 


October 1998 


PRIVATE BANKING 


Raul Salinas, Citibank, 
and Alleged Money 
Laundering 

SenstePeimanent Subcommittee 
on Investigatlens 

21 

BtHierri _' 



GAO/OSI-99-1 
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GAO 


United States 

General Acconating Office 

WasMngton, D.C. 20548 


Office of Specif Investigations 

B-281327 

October 30, 1998 

The Hononible John Glenn 
Ranking Minotily Member 
Pennanent Subcominiltee on Investigations 
Committee on Govenunental Afiairs 
United States Senate 

Dear Seimtor Glenn: 

On February 28, 1^8, you ejcpressed concern about reports that Raul 
Salinas de Gotari, brother of the former President of Mexico, Carlos 
Salinas de Gotari, had allegedly been involved in laundering money out of 
Mexico tiuough a U.S. bank, Citibank, to accounts in Citibank affiliates m 
Switzerland arid Uie United Kingdom. At that time, you requested that we 
determine 

how Raul Salinas was able to transfer between $90 million md 

$100 million from Mexico into foreign accounts through Citibank and its 

what functions and assistance Citibank performed fca' Mr. Salinas; and 
if Citibank’s actions complied with applicable federal laws and 
regidations. 

In later discussions with your office, we were also requested to provide a 
comparison of Citibank’s practices during the Salinas transactions with its 
testimony in a 1994 money laundering trlal.^ A summary of the resultant 
1996 which was also requested, appears in appendix 1. 

Currently, the U.S. Department of Justice, through the Office oi the U.S. 
AOomey, Southern District of New York, is conducting a crimiiuil 
investigation of the Salinas/Citibank transactions.^ Because of the ongoing 
investigation, the D^[»rtment of Justice declined our request for an 
interview. Citibardc made available knowledgeable officials who {»-ovi<l^ 
details about the Salinas transactior^. 


Background 


The provision of financial and related services to wealti^y clients is broadly 
described as “private banking.” The Federal Reserve ^tem and the C^ce 

■United States v.Giraldi , No. 93<»-28^ & 7 (S.D. Tx. 1994). 
ninited States v.Giiddi , 86 F. 3d 1368 (5th Cir. 1996). 

^Mexico and SwilaerlaiKl are dbo conducting ciiininal investigations of Mr. and Mrs. Salinas, whidi 
include the Citibank iransacUons. 
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(1) understand the types of transactions a customer is likely to engage in 
and (2) identify unusual or suspicious transactions that could indicate 
money laundering. Due diligence standards for private banking lay the 
groundwork for these policies because the standards generally commit a 
financial institution to verifying the customer’s identify, determining the 
customer’s source of w^th, reviewing the customer’s credit and 
character, and understanding the type of transactions the customer would 
typically conduct Under circumstances that Citibank deems ^propriate, 
these policies may be waived. 


Results in Brief 


Mr. Salinas was able to transfer $90 million to $100 million between 1992 
and 1994 by using a private banking relationship formed by Citibank New 
York in 1992. The fimds were transferred tiirough Citibank Mexico and 
Citibank New York to private banking investment accounts in Citibank 
London and Citibank Switzerland. 

Beginning in mid‘1992. Citibank actions assisted Mr. Salinas with these 
transfers and effectively disguised the funds’ source and destination, thus 
breaking the funds’ paper trail. Citibank 

set up an offshore private investment company named Trocca, to hold 
Mr. Salinas’s assets, through Cititrust (Cayman)® and investment accounts 
in Citibank London and Citibank Switzerland; 
waived bank references for Mr. Salinas and did not prepare a financial 
profile on him or request a waiver for the profile, as required by then 
Citibank know your customer policy; 

facilitated Mrs. Salinas’s use of another name to initiate fund transfers in 
Mexico; and 

had fiinds wired from Citibank Mexico to a Citibank New York 
concentration account*-^ business account that commingles functe from 
various sources— 4>efore forwarding them to Trocca’s offshore Citibank 
investment accoimts. 

No U.S. documentation identified Mr. Salinas as Trocca's beneficial 
owner*® or coimected Mr. Salinas to the Trocca funds transferred through 
Citibank Mexico and Citibank New York. 


^Cititrust (C^man) was an affiliate of Citicorp, located in the Cayman Islands. Cidcoip is now known 
as Citigroup, Inc. 

'"An account’s *benef>oal owner" is the individual or group that controls the account. 


Pages 


GAlCVOSl-99-1 Batil Salinas, Citibank, and Alleged Money Laundering 



162 


Citibank New Yca-k and TYocca’s ofishore investment accounts and 
prepared a financial profile that did not mention Trocca. After Mre. 
Salinas’s November 1995 arrest in Switzerland, Citibank filed a criminal 
referral with the U.S. Department of Justice. 


Citibank and TVocca According to the Citibank representative, in or about May 1992 Mr. Salinas 

met with the Vice President, Mexican Division, International Private Bank 
secti<m of Citibank New York, who also served as a senior reiation^p 
manager. Mr. Salinas was introduced to the Citibank New York vp by 
anod\er of the vp^s private banking customers who was Agriculture 
Minister in the Mexican government under Mr. Salinas’s brottier, the then 
Prudent of Mejdco. The purpose of the meetir^ was to arrange the same 
type of Citibank private Iwitdng relationship for Mr. Salinas. Citibank 
waived bank references for Mr. Salinas, relying instead on the referral of 
the existing client. In addition, Citibank did not foUow its policy in that it 
did not prepare a finandal profile, or financial background check, on 
Mr, Salinas before acc^ting him. That acceptance, according to bank 
signature cards, occurred in late May 1992. 

Citibank, according to its representative, first opened a checking account 
at Citibank New York in Mr. Salinas's name. Using one of several Citibank 
templates, Citibank New York then activated a private investment 
company named IVocca — a shell company — to hold Mr. Salinas's assets.^ 
Citibank activated TYocca through Cititrust (Cayman), which has an 
inventory of dormant private investment companies ready to be assigned 
to clients. The company was set up in the Cayman Islands, where all 
documentation connecting Mr. Salinas to Trocca was held and whose laws 
protect the documentation’s confidentiality. TYocca was set up primarify 
for secrecy, tax advantages, and facilitating the distribution of assets to 
Mr. Salinas’s family in case of his death, according to the Citibank 
representative 

To further insulate Mr. Salinas’s connection to Trocca, Cititrust (Cs^ntian) 
used three additional shell companies to function as Trocca’s board of 
directors — Madeline Investment SA, Donat Investment SA, and Hitchcock 
Investment SA. Trocca’s officer and principal shareholder was anoth^ 


lomi has since been changed and is now known as the suspicious activity report. 

we noted in a previous report. Money Laundering: Regulatory Oveisight of Offshore Private 
Bankirig Acuvities (GAO/GGD-98-154, Juiie29, 1998), banking regulators have expressed some 
concern that sich private investment companies, among other offshore entities, may serve to 
camouflage mmey laundering and other iUegai «;ts. This may occur because these accounts are 
fonned, among <^i)er reasons, tomainiam clients' conUdentiaiity and anonytnl^. 
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Figure 1: Trocca and Related Entities 



I j FomtstHo suppommcca 
imp Citicsfpsndtls^Kates 
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representative and another Citibank official recanted the position 
concerning Citibank Mexico’s lack of knowledge, saying that somcOTie in 
the Mexican bank knew boOt that the so-caDed Ms. Rios was connected to 
Mr. Salmas and that the funds belonged to Mr. Salinas. The officials told us 
they had no supporting documentation. 

Throu^ioutthe transactions, according to Citibank’s representative, 

Mrs. Rahnas withdrew funds from what is believed to be at least five 
Mexican banks'* and had the bank checks made payable to Citibank. Ttie 
representative acknowledged that it was possible that the bank 
had been obtained by using cash and not funds withdrawn firom Mexican 
bank accounts. After obtaining the bank checks and hand carrying ffiem to 
Citibank Mexico, she — using the name Ms. Rios and although she had no 
account ffiere — had Citibank Mexico convert toe value of the bank i^edks 
from Mexican pesos to American dollars before it wired the funds to 
Citibank New Yoric. 

Documents supporting the transactions further convoluted toe p^)er trail, 
disguising the origin and destination of toe funds and preventing toem 
from being traced to Mr. Salinas. According to one internal document 
provided by Citibank New York, Citibank Mexico documented one 
conversion as being made by Tyler Ltd. (see fig. 1). Another docim^b-~an 
internal Citibank Mexico transfer-confirmation document to 
Confidas— -was signed with the initials “PS" (Paulina Salinias). The iiutials 
were used and accepted as a signature even toou^ (1) bank officials 
knew the signer as Patricia Rios and (2) for some of the signatores, ^ 
was not yet married to Mr. Salinas. 

Citibank Mexico then wir^ the converted funds, at the direction ctf 
Citibank New Ycu-k’s Mexican Division vp, to Citibank New York. The first 
two wire transfers occurred on October 13, 1992. One transfer, whidr was 
derived from a bank check drawn on Bancomer and which carried 
Mr. Salinas’s signature, was deposited in the Salinas Citibank New York 
checking account.'^ The other transfer went into a concentration 
account — a Citibank New York business deposit account that commin^es 
funds of a number of bank branches/affiliales and bank customers. 
Subsequent wire transfers'* behalf of Mr. Salinas went to the 


‘‘Documentation listed Ike Mexican banks as Bancomer, Somex, Banca Crerru, BanoRe, and Banco 
Mexicano- According to knowledgeable sources, Mr. Salinas's accounts at these banks were under 
fictitious names. 

*^680 funds w«c not transfened to offshore Trocca accounts. 

'TTie last check copy we wewed was dated in October 1994. 
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According to the Citibank representative, the ftmds wired through 
Citibank Mexico and Citibank New York to Citibank London and Citibank 
Switaerland totaled between $90 million and $100 million. This Citibank 
official and others acknowledged that the fund transfers could have been 
wired to the Salinas checking account in Citibank New York or directly to 
Citibank London or Citibank Switzerland, thus retaining a paper trail. The 
representative stated, however, that Citibank had believed that the 
movement of the funds could be expedited by having them deposited first 
to the Citibank concentration account. When asked, the Citibank 
representative could not explain how the transfers were thus expedited. 


The 1995 Salinas Arrests 
and Subsequent Account 
Actions 


In early February 1995, according to Citibank’s representative, the vp of 
Citibank New York’s Mexican Division questioned Mr. Salinas concerning 
media accounts about his possible involvement in a murder of a 
government official that had taken place in Mexico. Mr. Salinas reportedly 
denied any involvement. But later that month, Mr. Salinas was arrested 
and jailed in Mexico for murder.^ At that time, rather than before 
accepting Mr. Salinas as a customer as was Citibank policy, Citibank 
prepared a very brief financial profile on Mr. Salinas. The profile cited no 
Citibank/Trocca accoimts and no source of wealth other than a reference 
to an unidentified construction business. 

Upon reportedly learning in early March 1995 that the arrested Mr. Salinas 
was a Citibartk private banking customer, the Citibank representative, as 
Vice President for Legal Affairs, put a watch on the Salinas Citibank New 
York accounts and Trocca’s Citibank London and Citibank Switzerland 
accounts. Under the watch, he would have been notified by bank officials 
if Mr. Salinas attempted to move funds in those accounts and had the 
discretion to stop Mr. Salinas from doing so. However, according to the 
Citibank representative, the Mexican Division vp personally contacted 
Mrs. Salinas in Mexico in the summer of 1995, without the representative’s 
knowledge or consent, and advised her to move all funds associated with 
Trocca out of Citibank. Mrs. S^as was arrested in Switzerland in 
November 1995 for mono' laundering and drug trafficking while 
attempting to withdraw fimds from a Swiss bank. 


^Subsequently, Mexican law enforcement officials also charged Mr. Salinas with money laundering 
and ’illegal enridonent' It has been reported that he was acquitted of one money launder^ charge in 
May 1998 and that the illegal enrichment charge was dropped. However, as of October 1998. he 
remained injail pending resolution of the murder charge. It is unclear whether additional money 
laundering charges are still pending. 
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amount of money generated by the sale.^^ The representative dso stated 
that Citibank had waived the holding period on funds derived from the 
bank checks brought to Citibank Mexico and wired to Citibank New York. 
Although this procedure held an element of risk for Citibank, it had not 
violated Citibank policy. 

In addition, when opening Mr. Salinas’s accounts, Citibank waived the 
requirement for two references for him. If Citibank had used its most 
common reference source, Le., bank references, it could have obtained 
such information as length of association with the account holder and 
of the Mexican accounts. According to Citibank officials, the reference 
waiver did not violate internal bank policy. Then bank policy also stated 
that the reasons for waiving references should be documented and placed 
in the account file. Citibank’s private bankmg application document, dated 
May 28, 1992, cited “Known cbent & referred by a very valuable client 
long standing" as the reasons for waiving bank references. 

When asked if bank references were an important part of Citibank New 
York’s know your customer policy, the Citibank representative stated that 
Citibank private bankers had told him that bank references provided littte 
value or information. We pointed out that if bank references had been 
obtained and checked. Citibank could have established the value of assets 
Mr. Salinas possessed in those banks and a banking history of titose assets, 
both significant points for determining future suspicious account activity 
including mon^ iauruiering. Such checks would have revealed if the 
accounts were under fictitious names. In answer, Citibank officials 
reiterated their position that bank references had little value. 


Current Citibank Policy Citibank’s know your customer policy has been revised since the Salinas 

accounts were <^ncd. As of September 1997, the policy contains more 
specific minimum standards of information for accepting a new customer. 
However, any element of the policy can still be waived for a new or 
existing customer if (1) ^proved by both the Market Region Head (e.&, 
Western Hemisphere Head) and the Regional Compliance and Contn^ 
Head representing the prospect’s or client’s country, (2) documented in 
writing, and (3) placed in the account documentation file. Waiver ^proval 


^‘According lo the Odbank representative, Citibank New York’s Mexican Division, International 
Private Bank section failed Citibank’s internal audits from 1996 to 1997. These failures occurred 
because of problems and deficiendes in the Private Banking section's due diligence and know year 
customer practices. ‘Ihe Citibank representative was unable to provide the results of internal audits 
conducted prior to 1996. 
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Although the Federal Reserve has been developing regulations concerning 
know your customer policies, no regulation or law currently exists to 
stipulate what know your customer policies should consist of or that they 
must be followed.^ FVirther, any financial institution can deposit an 
individual’s funds in die institution’s concentration account because no 
law or regulation preclude it. 

In 1996 and 1997, the Federal Reserve Bank of New York (frbny) 
undertook an initiative on bdialf of the Federal Reserve, focusing on 
private banking at about 40 domestic and foreign banking institutions in 
the ntBNY’s district,^ including Citibank New York. Deficiencies noted by 
FRBNY centered primarily on poor internal controls and procedural 
weaknesses involving such problems as insufficient documentation and 
inadequate due diligence standards. 

Recognizing that banks have a legal obligation to prevent money 
laundering, frbny set out guidance in July 1997 as a result of its review. 
That guidance focused primarily on the significance of sound voluntary 
know your customer policies and procedures in managing risks inherent in 
private banking activities. TTie guidance stated that sound know your 
customer policies should require, among other elements, that a client’s 
source of wealth and funds be corroborated and that, as an element of due 
diligence, institutions obtain preferably detailed client references from 
reliable, independent sources. It also stated that senior bank management 
should expect compUance with these policies as a matter of course, that 
waivers should be the exception, and that reasons for such exceptions 
should be documented. 

In addition, according to the guidance, sound practice for private banking 
dictates that all client transactions go through the client’s own accounts 
and not through the banking institution’s concentration or suspense 
accounts. According to the guidance, going through concentration or 
suspense accounts “effectively prevents association of the clients’ names 
and account numbers with spe<^c account activity, could easily mask 
unusual transactions . . and could easily be abused.” 


Recent Federal Reserve 
Guidance 


-*nie House of Represenlalives passed H.R. 4005, which required the Secretary of the Treasury to 
promiiigate know your customer regulations for financial institutions. The Senate was unable to 
complete consideration of this bill during the 1 05th Congress. The bill’s overall purpose was to deter 
money iaundering- 

®GAO/GGD-98-19B, Oct 30, 1997. 
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■ Testimony — The Citibank vp affirmed that Citibank New York’s 
international relationship managers were to make an extensive effort to 
know their potential customers, as a way of protecting the bank, before 
accepting them. It was “too rislQ? not to ... do the due diligence, not to 
know who you’re dealing with” before accepting a prospective customs’s 
funds in a private banking relationship. 

Citibank’s Action — In contrast, Citibank made no attempt to investigate 
Mr. Salinas’s background before accepting him. Citibank was unable to 
confirm if the division vp had met Mr. Salinas before accepting him as a 
Citibank private banking customer. Further, Citibank did not file a 
financial profile, or a financial background check, as part of due diligence. 

■ Testimony — ^The Citibank VP considered the know your customer policy 
as ongoing and not just for the initial customer-acceptance phase. As such, 
according to the testimony, the vp and other Citibank relationship 
managers visited customers’ homes and businesses frequently — ^“10 to 12 
times a year in their country” — to “know what’s going on." They discussed 
prospective customers — including who referred them and what th^? did 
for a living — with supervisors throughout the acceptance process, which 
could take between 3 to 9 monfiis. 

Citibank’s Action — ^According to the Citibank representative, the Citibank 
VP never visited Mr. Salinas’s place of business but may have visited his 
home only after he had been accepted as a private banking customer. 
Further, division vp believed that the majority of Mr. Salinas’s wealth 
had resulted from the sale of a construction company yet knew no 
specifics about the sale, including the name of the company or the price 
paid for it. 

■ Testimony — Citibank’s vp acknowledged during the testimony that no 
reporting requirements were needed regarding the amounts or source <rf 
funds transferred by wire (as were needed for cash transfers of $10,000 or 
more) because most identifedng information — source bardc, source 
account, amount transferred, target account, and target bank — was 
automatically recorded . Only ownership of the accounts was not included. 
Citibank’s Action — However, the automatic recorded information 
provided with the transferred Salinas funds did not contain identifting 
information as to the source of the funds. Further, Citibardc actions 
regarding these wire transfers defeated one main purpose of know your 
customer policy — to help financial institutions identify unusual or 
suspicious transactions. This purpose included knowing a transaction’s 
origin and destination. Indeed, Citibank’s action obscured almost all of 
that automatic information; 
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Methodology 


Our investigation took pkuie between February and September 1998. We 
d«iied acce^ to Citibank principals and Department of Justice 
investigative officials. However, we interviewed representatives of the occ 
and the Federal Reserve System and designated representatives of 
Citibank. We also interviewed representatives of the Swiss Federal PoUce, 
including the bispector iri charge the fmgoing Swtes investigation of the 
money laundering and dn^ trafficldng charges against Mr. and 
Mrs. Salinas. We reviewed Citibank policies regarding private banking in 
general. We also reviewed Citibank documents pertaining directly to the 
Salinas private banking transactions. During discussions with us, Citibank 
New York's vp for Legal Affairs provided (1) information regarding key 
points discussed in this report and (2) documentation to support certain 
statements. In subsequent discussions, Citibank New York officials 
recanted a few of those points but provided no or convoluted supporting 
documentation. In addition, we obtained and reviewed federal court 
transcripts and documents regarding a money laundering prosecution 
pertinent to our investigation. 


As agreed with your office, unless you announce its contents earlier, we 
plan no further distribution of this report until 7 days after the date of this 
letter. At that time, we will send copies of this report to interested 
congressional committees, the Federal Reserve, and occ. We will also 
make copies available to others upon request If you have questions about 
our investigation, please cont^t Assistant Director Ronald Malfi at 
(202) 512-6722. M^or contributors to this report are listed in appendix n. 

Sincerely yours, 



EUay B. Bowron 
Assistant Comptroller General 
for Special Investigations 
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Office of fecial 
Investigations, 
Washington, D.C. 

Office of the General 
Counsel, Washington, 
D.C. 


Ronald D. Malfi, As^tant Director for Rnandal and General Investigations 

John J. Ryan, Senior Special Agent 

M. Jane Hunt, Senior Communications Analyst 


Barbara C. Coles, Senior Attorney 
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Madam Chairman and Members of the Subcommittee: 


This statement provides the Subcommittee a synopsis of our 1^8 investigation' of alleged 
illegalities involving Raul Salinas de Gotari, brother of the former President of Mexico, Carlos 
Salinas de Gotari, and a U.S. bank. Citibank. We conducted the investigation at the request of 
your Subcommittee’s then Ranking Minority Member, the Honorable John Glenn. Mr. Salinas 
had allegedly been involved in laundering money out of Mexico, through Citibank, to accounts in 
Citibank affiliates in Switzerland and the United Kingdom. 

Results in Brief 

Mr. Salinas was able to transfer $90 million to $100 million between 1992 and 1994 by using a 
private banking relationship formed by Citibank New York in 1992. The funds were transferred 
through Citibank Mexico and Citibank New York to private banking investment accounts in 
Citibank London and Citibank Switzerland. 

Beginning in mid-1992, Citibank actions assisted Mr. Salinas with these transfers and effectively 
disguised the funds’ source and destination, thus breaking the funds' paper trail. Citibank 


• set up an offshore private investment company named Trocca, to hold Mr. Salinas's assets, 
through Cititrust (Cayman)* and investment accounts in Citibank London and Citibank 
Switzerland; 


• waived bank references for Mr. Salinas and did not prepare a financial profile on him or 
request a waiver for the profile, as required by then Citibank know your customer policj^ 


* SeelV/vare Banking: Raul Salinas, Citibank, and Alleged Money Laundering {QkOIOS\'99‘\, Oct. 30, 1998). 

* Cititrust (Caymau) was an affiliate of Citicoip, located in the Cayman Islands. Citicorp is now known as Citigroup, 
Inc. 
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• facilitated Mrs. Salinas's use of Einother name to initiate fond transfers in Mexico; and 

• had funds wired from Citibank Mexico to a Citibank New York concentration account— a 
business account that commingles funds from x'arious sources — before forwarding them to 
Trocca's offshore Citibank investment accounts. 


No U.S. documentation identified Mr. Salinas as Trocca's beneficial owner’ or connected 
Mr. Salinas to the Trocca funds transferred through atibank Mexico and Citibank New York. 


According to Citibank New York's Vice President (VP) for I^gal Affairs, whom Citibank 
designated as its representative to us, Citibank's actions violated only one aspect of the then 
Citibank know your customer policy; Citibank should have prepared a financial profile (i.e., a 
financial background check detailing the source of Mr. Salinas's funds) or waived the 
requirement before accepting Mr. Salinas as a customer. By investigating his financial 
background, Citibank could have verified the source of Mr. Salinas’s wealth and transferred 
funds. 


Limited by the ongoing Department of Justice investigation, we could not determine whether 
Citibank's actions \'iolated law or regulation. (We determined that the case is still pending in the 
Southern District of New York.) The Federal Reserve also did not comment on whether 
Citibank's actions were violations because information available to it at the time we inquired 
was insufficient for it to make a determination. However, on the basis of the details we 
presented, the Office of the Comptroller of Currency (OCC) stated that the actions did not 
violate civil aspects of the Bank Secrecy Act." Further, private banking's know your customer 
policies were then voluntary and not governed by law or regulation. 


* An account's "beneficial owner" is the individual or group that controls the account. 


" The Bank Secrecy Act is codified in 12 US.C. sections 1829b and 1951-59 and in 31 U.S.C. sections 5311-30. 
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A comparison of Citibank actions and Citibank testimony in the 1994 money laundering trial 
shows that the two were inconsistent concerning due diligence and know your customer' 
practices in private banking. For example, Citibank's testimony implied a stricter adherence to 
due diligence than actually occurred during the Salinas transactions. 


Background 

The provision of financial and related services to wealthy clients is broadly described as "private 
banking." The Federal Reserve System and OCC are two regulators that examine® banks and 
private banking activities. With regard to possible money laundering, examiners determine 
whether (1) banks comply with bank secrecy regulations and (2) the banks' compliance 
programs include appropriate procedural guidelines for recording and reporting large currency 
transactions and for detecting, preventing,® and reporting suspicious transactions related to 
possible money laundering activities. 


Regulators and most banks contacted during a previous GAO review^ cited "know your 
customer" policies as one of an institution's most important guidelines for detecting suspicious 
activity. Such policies enable the institution to understand the kinds of transactions that a 
particular customer is likely to engage in and to identify unusual or suspicious transactions. In 
an effort to protect itself from risks associated with money laundering and other unlawful 
activity, Citibank, as have other financial institutions, has implemented a know your customer 
policy to ensure that the bank will have a reasonable level of information about a client at the 
time of acceptance. 


' See 12 C.F.R. sections 21.21 (OCC) and 208.14 (Federal Reserve) (1997). 

Under 18 U.S.C. 1956, banks have a legal obligation to prevent money laundering. 

^ Private Banking; Information on Private Banldng and Its Vulnerability to Money Laundering (GAO/GGD-98-19R, 
Oct. 30, 1997). 
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Citibank Facilitated Salinas Funds TVansfera 

Citibank New York accepted Mr. Salinas as a private banking customer and created the shell 
company Trocca through Cititrust (Cayman) to hold Mr. Salinas's assets. As part of Trocca, 
Citibank created other shell companies and opened two investment accounts in Citibank London 
and Citibank Switzerland. However, no official U.S. documentation clearly connected 
Mr. Salinas to Trocca or the investment accounts. Disguising the origin and destination of the 
funds, which broke the funds' paper trail, was accomplished by, among other actions, the 
depositing of the Mexican funds in a Citibank New York concentration account and 
Mrs. Salinas's use of another name to initiate funds transfers in Mexico. (At the time of her 
introduction to Citibank Mexico officials to begin the transfers, Mrs. Salinas had not yet married 
Mr. Salinas. Although they were not married until the year after the transfers had begun, we 
refer to her throughout this testimony as Mrs. Salinas.) After Mr. Salinas's March 1995 arrest in 
Mexico, Citibank placed a watch on the Salinas accounts in Citibank New York and Trocca's 
offshore investment accounts and prepared a financial profile that did not mention Trocca. 

After Mrs. Salinas's November 1995 arrest in Switzerland, Citibank filed a criminal referral form® 
with the U.S. Department of Justice but again divulged no information about Trocca or the 
offshore accounts. 

Citibank and Trocca 

In or about May 1992, Mr. Salinas met with the Vice President, Mexican Division, International 
Private Bank section of Citibank New York, to arrange a Citibank private banking relationship. 

At that time, Citibank waived bank references for Mr. Salinas. It relied instead on the referral of 
an existing client. In addition, Citibank did not foDow its policy in that it did not prepare a 
financial profile, or financial background check, on Mr. Salinas before accepting him. 

Citibank, according to its representative, first opened a checking account at Citibank New York 
in Mr. Salinas's name and then, through Cititrust (Cayman), activated a private investment 


® The form has since been changed and is now known as the suspicious activity report 
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company named Trocca — a shell company — to hold Mr. Salinas's assets.® The company was set 
up in the Cayman Islands, wl^ere all documentation connecting Mr. Salmas to Trocca was held 
and whose laws protect the documentation's confidentiality. 


To further insulate Mr. Salinas's connection to Ttocca, Cititrust (Cayman) used three additional 
shell companies to function as Trocca’s board of directors — ^Madeline Investment SA, Donat 
Investment SA, and Hitchcock Investment SA. Trocca's officer and principal shareholder was 
another company formed by Cititrust (Cayman) named “IVler Ltd. Further, Confidas, a Cititrust 
affiliate located in Switzerland, acted as Trocca's manager and handled all administrative 
requirements. 

As part of Mr. Salinas's private banking relationship, Citibank New York opened two investment 
bank accounts for Trocca, one in Citibank London and one in Citibank Switzerland. According 
to Citibank officials, Citibank London had no documentation or knowledge that Mr. Salinas was 
Trocca's beneficial owner. We were informed that Citibank Switzerland had dociunentation of a 
connection between Mr. Salinas and Trocca, which is required by and confidential imder Swiss 
bank secrecy law. 


The Funds Transfer 

To facilitate the periodic wire transfer of Salmas funds from Mexico to Citibank New York, 
Citibank New York's Mexican Division VP introduced Mrs. Salinas, Patricia Paulina Rios 
Castafion de Salinas, to officials of Citibank Mexico under the name Patricia Rios. The Citibank 
representative initially told us that Mrs. Salinas's true identity and connection to Mr. Salinas was 
disguised from Citibank Mexico officials reportedly because Mr. Salinas did not want to reveal 
that he was moving large sums of money out of Mexico. The Citibank representative stated that 
introducing Mrs. Salmas as Ms. Rios had not violated Citibank policy. Later, the representative 


As we noted in a previous report, Money Laundering: Regulatory Oversight of Offshore Private Banking Activities 
(GAO/GGD-98-154, June 29, 1998), banking regulators have expressed some concern that such private investment 
companies, among other offshore entities, may serve to camouflage money laundering and other illegal acts. This 
may occur because these accounts are formed, among other reasons, to maintain clients' conlidentialiQ' and 
anonymity. 
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and another Citibank official recanted the position concerning Citibank Mexico's lack of 
knowledge. Tlie officials told us they had no documentation to support their new position. 

Throughout the transactions, according to Citibank's representative, Mrs. Salinas withdrew 
funds from what is believed to be at least five Mexican banks'® and had the bank checks made 
payable to Citibank. After obtaining the bank checks and hand carrying them to Citibank 
Mexico, she — using the name Ms. Rios and although she had no account there — had Citibank 
Mexico convert the value of the bank checks fiom Mexican p^os to American dollars before it 
wired the funds to Citibank New York. Documents supporting the transactions further 
convoluted the paper trail, disguising the origin and destination of the funds and preventing 
them from being traced to Mr. Salinas. 

Citibank Mexico then wired the converted funds, at the direction of Citibank New York's 
Mexican Division VP, to Citibank New York. The funds went into a concentration account — a 
Citibank New York business deposit account that commingles funds of a number of bank 
branches/affiliates and bank customers. 

Citibank next wired the funds from the concentration account to the Trocca accounts in 
Citibank London and Citibank Switzerland. The two offshore banks then invested the wired 
funds as directed by Citibank New York and agreed to by Mr. Salinas. On occasion, however, 
Mr. Salinas had direct contact, concerning his investments, with a private banker at Citibank 
Switzerland where his confidentiality was ensured under Swiss bank secrecy laws. • 


Documentation listed the Mexican banks as Bancomer, Somex, Banca Cremi, Banorte, and Banco Mexicano. 
According to knowledgeable sources, Mr. Salinas's accounts at these banks were under fictitious names. 
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According to the Citibank representative, the funds wired through Citibank Mexico and Citibank 
New York to Citibank London and Citibank Switzerland totaled between $90 million and $100 
milli on This Citibank official and others acknowledged that the fund transfers could have been 
wired to the Salinas checking account in Citibank New York or directly to Citibank London or 
Citibank Switzerland, thus retaining a paper trail. 


The 1995 Stalinas Arrests and Subsequent Account Actions 

In late February 1995, according to Citibank's representative, Mr. Salinas was arrested and jailed 
in Mexico for murder.” At that time, rather than before accepting Mr. Salinas as a customer as 
was Citibank policy, Citibank prepared a veiy brief financial profile on Mr. Salinas. The profile 
cited no Citibank/Trocca accoimts and no source of wealth other than a reference to an 
unidentified construction business. 

Upon reportedly learning in early March 1995 that the arrested Mr. Salinas was a Citibank 
private banking customer, the Citibank representative, as Vice President for Legal Affairs, put a 
watch on the Salinas Citibank New York accounts and Trocca's Citibank London and Citibank 
Switzerland accounts. However, according to the Citibank representative, the Mexican Division 
VP personally contacted Mrs. Salinas in Mexico in the summer of 1995, without the 
representative's knowledge or consent, and advised her to move all funds associated with 
Trocca out of Citibank. Mrs. Salinas was arrested in Switzerland in November 1995 for money 
laundering and drug trafficking while attempting to withdraw funds from a Swiss bank. 


After Mrs. Salinas's November 1995 arrest, according to the Citibank representative, Citibank 
New York filed a criminal referral form with the U.S. Attorney's Office, Southern District of New 
York, sending copies to the Federal Bureau of Investigation and the Drug Enforcement 
Administration. However, the only Salmas accounts listed on the form were those in Citibank 
New York. The form did not cite the existence of Trocca or the Trocca accounts in Citibank 


” Subsequently, Mexican law enforcement officials also charged Mr. Salinas with money laundering and "illegal 
enrichment." It has been reported that he w'as acquitted of one money laxmdering charge in May 1998 and that the 
Ulegal enrichment charge was dropped. However, as of October 1998 when our report was published, he remained in 
jail pending resolution of the murder charge. It was then unclear whether additional money laundering charges were 
still pending. 
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London or Citibank Switzerland, puiportedly because no official U.S. documentation existed 
although Citibank New York had facilitated the accounts' formation. 


According to Citibank’s representative, Citibank earned about $1.1 million in fees associated 
with the Salinas/Trocca accounts. 

Citibank Violation of One Aspect of Know Your Customer Policy 

Most of the actions of Citibank New York's Mexican Division did not violate Citibank policy. 
However, the one aspect of Citibank's know your customer policy that was violated — 
preparation of a financial profile — could have assisted in verifying the source of Mr. Salinas's 
wealth and transferred funds. Citibank policy was revised in 1997. 


A Violation of Citibank Know Your Customer Policy 

According to the Citibank representative, Citibank New York's Mexican Division believed that all 
of Mr. Salinas's funds had been obtained legally, \\nth a large portion resulting from the sale of a 
construction company that he owned. However, Citibank reportedly knew no details about the 
construction company including its name, who had purchased it, or the amount of money 
generated by the sale.^^ 


In addition, when opening Mr. Salinas's accounts, Citibank waived the requirement for two 
references for him, including its most common reference source, i.e., bank referenced, which 
could have contained such information as length of association with the account holder and size 
of,the Mexican accounts. When asked if bank references were an important part of Citibank 
New York's know your customer policy, the Citibank representative stated that Citibank private 
bankers had told him that bank references provided little value or information. We pointed out 
that if bank references had been obtained and checked. Citibank could have established the 


According to the Citibank representative, Citibank New York's Mexican Division, International Private Bank section 
faded Citibank's internal audits from 1996 to 1997. These failures occurred because of problems and deficiencies in 
the Private Banking section's due diligence and know yoiur customer practices. The Citibank representative was 
unable to provide the results of internal audits conducted prior to 1996. 
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value of assets Mr. Salinas possessed in those banks and a banking history of those assets, both 
significant points for determining future suspicious account activity including money laundering. 

Current Citibank Policy 

Citibank's know your customer policy has been revised since the Salinas accounts were opened. 
As of September 1997, the policy contained more specific minimum standards of information for 
accepting a new customer. However, at the time of our October 1998 report, any element of the 
policy could still be waived for a new or existing customer. 


Citibank's General Compliance With Laws and Regulations Was Undetermined 

We could not determine whether Citibank's actions regarding Mr. Salinas's private banking 
relationship had violated then applicable laws and regulations. We were denied access to 
Department of Justice officials involved in the then ongoing investigation of the Salinas/Citibank 
relationship. We were also denied access to the principal Citibank officials involved vrith that 
relationship, although Citibank designated bank officials to provide us with detailed information. 


Comparison of Citibank’s Actions With a Citibank Official’s 1994 Testimony 

The requested comparison of Citibank actions regarding Mr. Salinas and a Citibank official's 
testimony in a 1994 money laundering case'* illustrated that the two were inconsistent. Citibank 
New York's actions did not reflect the importance that its Mexican Division VP placed on the 
bank's due diligence/know your customer practices when testilying. 

The head of Citibank New York's Mexican Division, International Private Bank section, who was 
also involved in the Salinas matter, appeared as an expert witness for the government in the 1994 
money laundering trial. In sworn testimony, the division VP explained the importance of due 
diligence principles and Citibank's know your customer policy in accepting and working with 
private banking customers. 


United States v. Giraldi, No. 93-CR-28-6 & 7 (S.D. Tx. 1994). 
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However, Citibank actions regarding Mr. Salinas contrasted sharply with the VP's sworn 
testimony with concern to the importance of knowing the customer. For example, the Citibank 
\T affirmed in sworn testimony that Citibank New York's international relationship managers 
w^ere to make an extensive effort to know their potential customers, as a way of protecting the 
bank, before accepting them. It was "too risky not to ... do the due diligence, not to know who 
you're dealing with" before accepting a prospective customer's funds in a private banking 
relationship. In contrast, Citibank made no attempt to investigate Mr. Salinas's background 
before accepting him. Citibank was unable to confirm if the division VP had met Mr. Salinas 
before accepting him as a Citibank private banking customer. Further, Citibank did not file a 
financial profile, or a financial background check, as part of due diligence. 


Conclusions 

At the time of our investigation, the Congress and the Federal Reserve recognized that financial 
institutions could abuse voluntary policies with regard to potential money laundering. Further, 
we determined in the Salinas scenario that Citibank's voluntary controls did not work. Citibank, 
while violating only one aspect of its then policies, facilitated a money-managing system that 
disguised the origin, destination, and beneficial owner of the funds involved. We determined 
that the Department of Justice investigation of the Salinas/Citibank relationship is still pending 
in the Southern District of New York. 

Contacts and Acknowledgement 

For further information regarding this testimony, please contact Robert H. Hast or Ron Malfi at 
(202) 512-6722. John Ryan made a key contribution to this testimony. 
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Statement 

Money Laundering: Observations on Private 
Banking and Related Oversight of Selected 
Offshore Jurisdictions 


Ranking Minority Member Senator Levin and Members of the 
Subcommittee: 

This statement provides an overview of money laundering in relation to 
private banking and highl^ts some regulatory issues related to the 
vulnerability of selected offshore jurisdictions to money laundering. * 
SpecificaUy, this statement covers four areas: 

• regulators’ oversight of private banking in general, 

• regulators’ oversight of private banking in selected offshore jurisdictions, 

• barriers that have hampered regulators’ oversight of offshore banking, and 

• future challenges that confront regulators’ efforts to combat money 
laundering in offshore jmisdictions. 

Federal banking regulators have overseen private banking through 
examinations that, among other things, focus on banks’ “know your 
customer” (KYC) policies. 'These policies enable banks to understand the 
kinds of transactions a particular customer is likely to engage in and to 
identify any unusual or suspicious transactions. Federal banking regulators 
have examination procedures that cover private banking activities 
conducted by banks operating in the United States. In cases that involve 
private banking activities conducted by branches of U.S. banks operating 
in offshore Jurisdictions, examiners rely primarily on banks’ internal audit 
functions. We found that the key barriers to U.S. regulators’ oversight of 
offshore banking activities are secrecy laws that restrict access to banking 
information or that prohibit on-site examinations of U.S. bank branches in 
offshore jurisdictions. An important challenge that confronts efforts to 
combat money laundering is the extent to which such secrecy laws will 
continue to be barriers to U.S. and foreign regulators. 

To address these areas, we reviewed the Federal Reserve’s and Office of 
the Comptroller of the Currency’s (OCC) regulatory activity related to 
private banking and reported our observations in June 1998.^ At that time, 


‘ For purposes of our review, we defined offshore private banking activities as including (1) private 
banking activities carried out by banks operating in the United States that involve financial secrecy 
jurisdiettons, such as establishing private banking accounts for offehore entities that maintain U.S. 
accounts, and (2) private banking activities conducted by foreign branches of U.S. banks located in 
these jurisdictions. The Internal Revenue Service has defined financial secrecy jurisdictions as 
jurisdictions having a low rate of taxor no tax, acertain level of banking or commercial secrecy, and 
relatively ample requirements for licensing and regulating banks and other business entities. 
Examples ofsuch jurisdi<^ons include the Cayman Islands and the Channel Islands. This statement 
uses the term “offshore Jurisdictions” to refer to financial secrecy jurisdictions. 

' Money Laundering: Reeulatorv Oversight of Offshore Private Banking Activities (GAO/GGD-98-154. 
June 29, 1998). 
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Statement 

Money Laundering: Obserrations on Private Banking and Related Oversight of Selected 
Offshore Jorisdictioiis 


we reviewed examination manuals, relevant agency documents, and 
examination reports that ^dressed banks’ anti-money-laundering efforts 
related to their private banking activities. We also interviewed U.S. 
banking regulators, law enforcement authorities, and representatives of 
bank trade associations; conducted a limited survey of banks; and spoke 
with oftidals from key offehore jurisdictions, international bank 
supervisory groups, and international anti-money-laundering task forces. 
Recently, we updated some of our work and recontacted the Federal 
Reserve, OCC, the State Department, and Treasury’s Financial Crimes 
Enforcement Network. We also spoke with the Offehore Group of Banking 
Supervisors and three international groups established to combat money 
laundering.® This update was focused on the 9 offshore jurisdictions we 
had previously reviewed and 1 1 jurisdictions added at your request.^ The 
information on foreign laws and policies in this report does not reflect our 
independent legal analysis but is based on interviews and secondary 
sources. 


Private Banking Has 
Drawn Attention 


Private banking has been broadly defined as financial and related services 
provided to wealthy clients.® It is difficult to measure precisely how 
extensive private banking is in the United States, partly because the area 
has not been clearly defined and partly because financial institutions do 
not consistently capture or publicly report information on their private 
banking activities. We do know, however, that domestic and foreign banks 
operating in the United States have been increasing their private banking 
activities and their reliance on income from private banking. The target 
market for private banking — individuals with high net worth — is also 
growing and becoming more sophisticated with regard to their product 
preferences and risk ^petites. 

During the past few years, private banking has become a focus of law 
enforcement and regulatory attention as a number of high-profile cases 
have come to light involving private bankers and money laundering. A 
notable example is the American Express case that resulted in the 
conviction of two private bankers for money laundering and the imposition 


^ The intemationa] groups we recontacted were the Financial Action Task Force, the Caribbean 
Firiancial Action Task Force, and the Council of Europe Select Committee on Money Laundering. 

'Theoriginaljurisdictionswereviewedwere the Bahamas, Bahrain, Cayman Islands. Channel Islands, 
Hong Kong, Lmcembouig, Pwiama, Singapore, and Switzerland. The 11 jurisdictions added to our 
review were Anguilla, Antigua and Barbuda, Barbados, Liechtenstein, Montserrat, Nauru, Netherlands 
Antilles, Russia, SL Wncent and the Grenadines, Turks and Caicos, and Vanuatu. 

' Such financial and rdated services include a wide array of products and services that extend from 
basic bankiiig products siKdi as loans to investment counselirrg services and more sophisticated 
products such as risk maiu^etnent products, including derivatives. 
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Statement 

Money Laundering: Observations on Private Banking and Related Oversight of Selected 
Offshore Jurisdic^ns 


of the largest monetary penalty ever imposed on a bank in a money 
laimdering-related case.* More recent investigations of private bankers at 
Citibank and BankBoston continue to keep private banking in the forefront 
of public att^tion. Such cases, which can involve the illicit transfer of 
millions of dollars, underscore the crucial importance of private banking 
and its potential vulnerability to money laundering. 


Regulatory Efforts to 
Oversee Private 
Banking Activities 


Federal banking regulators may review banks’ efforts to prevent or detect 
money laundering in their private banking activities during examinations,^ 
including recent examinations focused on their private banking activities. 
During these examinations, regulators focus on a bank’s compliance 
program; internal controls; and, in particular, on its KYC policies. 
Regulators instruct their examiners to determine whether banks have 
implemented sound KYC policies in general and to ensure that these 
policies extend to their private banking activities. Until recently, U.S. 
regulators were attempting to incorporate KYC requirements as uniform 
regulations. However, the proposed KYC regulation, which was published 
for comment in December 1998, was met with an overwhelming public 
response that raised concerns about the government’s scrutiny of 
personal banking accounts. In the face of these concerns, U.S. regulators 
have since withdrawn the proposed regulations. Nevertheless, regulators 
we interviewed for this statement told us that, during the course of 
examinations, they continue to verify that banks have prudent banking 
policies, including KYC policies, that ensure compliance with the Bank 
Secrecy Act 


Although regulatory efforts to establish uniform KYC requirements have 
stopped, Congress continues to look for ways to reinforce current anti- 
money-laundering laws and, more specifically, to promote due diligence in 
customer banking relationships. For example, the Chairman of the House 
Committee on Banking and Financial Services recently introduced 
legislation that would, among other things, require financial institutions 
that open or maintain a U.S. account for a non-publicly-traded foreign 
entity to maintain a record of identity for each beneficial owner of the 
account. The legislation would also prohibit U.S. depository institutions 
from maintaining banking relationships with banks that are not licensed to 
provide services in their home countries. 


* American Express Bank International paid over $35 million in forfeitures, fines, and civil penalties, 
but was not chained with a ciiininal offense. 

’ Such examinations include compliance or Bank Secrecy Act examirwtions and safety and soundness 
examinations. 
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Money Laundering: Observations on Private Banking and Related Oversight of Selected 
Oflishore Jurisdictions 


Federal Banking Regulators 
Focus on Private Banking 


The growing importance of private banking over the last several years led 
the Federal Reserve Bank of New York (FRBNY) to undertake a special 
initiative focusing on private banking that disclosed a number of key 
weaknesses in selected institutions’ internal controls for detecting or 
preventing money laundering. In 1996 and 1997, FRBNY attempted to 
review private banking activities at about 40 domestic and foreign banking 
institutions in the New York district. During the course of these reviews, 
examiners focused on assessing each bank’s ability to recognize and 
manage money laundering risks associated with inadequate knowledge of 
its dibits’ personal and business backgrounds, their sources of wealth, 
and their use of their private banking accounts.® 


FRBNY officials e3q>lained to us that most of the banks reviewed had 
adequate anti-money-laundering programs for their private banking 
activities, although a few were antiquated and vulnerable to money 
laundering. Deficienci^ identified in the private banking area primarily 
involved poor internal controls, such as insufficient documentation and 
inadequate due diligence stmidards.® In a systemwide study conducted 
during 1998, the Federal Reserve assessed the risk management practices 
at seven b^iks with private banking activities. The study found that 
internal controls and oversight practices over private banking activities 
were generally strong at banks that focused on high-end domestic clients, 
while similar controls and oversight practices were seriously weak at 
banks that focused on hi^er risk Latin American and Caribbean clients. 

In the latter part of 1997, the Office of the Comptroller of the Currency 
began targeting national banks’ private banking activities based on law 
enforcement leads or on the bank activities meeting OCC’s high-risk 
criteria. A primary focus of these reviews has been the banks’ 
implementation of sound KYC policies and procedures. In these reviews, 
OCC targeted 10 high risk national banks for expanded Bank Secrecy Act 
examinations, three of which focused on the banks’ private banking 
activities. OCC found Uiat only one bank had diligently developed 
processes to manage the risks associated with anti-money-laundering and 
KYC issues, while the anti-money-laundering processes of the remaining 
two banks were classified as weak or needing improvement. 


* Such risks include reputational and legal risks. 

’ Due diligence in private banking generally refers to verifying the client's identity, determining tl^e 
client’s source of wealth, reviewing the client’s credit and character, and understanding the type of 
transactions the client will typically conduct 
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Offshore Jurisdictioiis 


Regulatory Efforts to 
Oversee Offshore 
Private Banking 
Activities 


A second m^or area for our work was regulatory efforts to oversee 
offshore private banking activities, including the types of procedures 
regulators use and llie deficiencies lliey have identified during 
examinations. Federal banking regulators and law enforcement officials 
have raised concerns about offehore private banking activities and their 
potential to be the private banking “soft spot” for money laundering. 


Offshore Private Bankins Although bankii^ regulators believe that customers generally use offshore 

. . entities to establish or maintain private banking accounts for legitimate 

reasons, they are concerned that this practice may also serve to 
camouflage money laundering and other illegal acts. Offshore entities, 
including private investment companies^ and offshore trusts, provide 
customers with a high degree of confidentiality and anonymity while 
offering such other benefits as tax advantages, limited legal liability, and 
ease of transfer. Detecting or preventing money laundering by offshore 
entities can pose special difficulties because documentation identifying the 
individual or group that controls these offshore entities and their U.S. 
private banking accounts (referred to as their “beneficial owners”) is 
frequently maintained in the offshore jurisdiction rather than in the United 
States. 

Regulators recognize th^ the use of offshore entities to establish or 
maintain U.S. private banking accounts tends to obscure the account 
holders’ true identities. Consequently, they instruct their examiners to look 
for specific KYC procedure that enable banks to identify and profile the 
beneficial owners of these offshore entities. In the course of examinations, 
examiners may test the adequacy of beneficial-owner documentation 
maintained in ti\e United ^ates. At the time of our earlier review in 1998, 
with the exception of FRBNY, we found no evidence that examiners had 
attempted to examine the documentation that banks maintain in offshore 
secrecy jurisdictions. 

During examinations conducted under FRBNY’s private banking initiative, 
examiners sought to review beneficial owner documentation regardless of 
where it was maintained. Because this was the Federal Reserve’s first 
focused review of private banking activities, officii believed that it was 
particularly important to verify whether banks had the ability to identify 
and profile the beneficial owners of offshore entities that maintained U.S. 
private banking accounts. A senior FRBNY examiner explained that it was 


Private iiwestroent companies are “shell" companies, incorporated in financial secrecy jurisdictions, 
formed to hold client assets, to maintain clients’ confidentiality, and to cany out various tax- or trust- 
related intentions. 
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also a way to induce banks to develop or improve their systems for 
maintaining appropriately detailed information on the beneficial owners of 
offehore entities that maintain U.S. accounts. 

Other Federal Reserve and OCC examiners we contacted in 1998 
expressed differ^t views about accessing such documentation during 
examinations. Some examiners, for example, said that they do not see a 
need to examine offehore documents if they are confident about the bank’s 
commitment to combating money laundering. Since that time, according 
to a Federal Reserve official, its examiners have routinely attempted to 
examine documents maintained in offehore jurisdictions. 


Private Banking Activities 
by Offshore Branches of 
U.S. Banks 


Offshore branches are extensions of U.S. banks and are subject to 
supervision by U.S. regulators, primarily the Federal Reserve or OCC,“ as 
weU as host countries. However, such branches are generally not subject 
to this countiy’s Bank Secrecy Act. For this reason, U.S. banking 
regulators do not attempt to determine whether offehore branches are in 
compliance with specific anta-money-laundering provisions contained in 
the Bank Secrecy Act, such as the one requiring that suspicious 
transactions be reported to U.S. authorities. Instead of monitoring formal 
compliance, U.S. banking regulators try to identify what efforts the 
branches are making to combat money laundering and to determine 
whether the banks’ corporate KYC policies are being applied to activities, 
such as private banking activities, that the offshore branches may engage 
in. 


Although examiners are able to review the written policies and procedures 
being used in these branches, they must rely primarily on the banks’ 
internal audit functions to verify that the procedures are actually being 
implemented in offshore branches where U.S. regulators may be precluded 
from conducting on-site examinations. They may also rely on external 
audits, but are less prone to do so because external audits tend to focus on 
financial, rather than anti-money-laundering, issues. 


Identified Deficiencies and found in our review of examinations conducted by FRBNY that the 

o. . fP u.* A ^ most common deficiency relating to offshore private banking was a lack of 

btatUS 01 corrective Actions documentation on the beneficial owners of private investment companies 
and other offehore entities that maintain U.S. accounts. While there is no 
requirement that banks retain documentation in the United States on the 


"The Federal DepoatBisuranceCorporationdoesnot routinely conduct overseas examinations, 
because tile foreign offices ofbante under its direct supervision are primarily offshore shell branches 
or otherwise represent relatively small operati<w>s in tenns of their asset size. 
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beneficial owners of these offshore entities, maintaining such information 
in clients’ U.S. files, or having the ability to bring it on-shore in a 
reasonable amount of time, promotes sound private banking practices, 
according to the Federal Reserve. 

Our review in 1998 of FRBNY and OCC examinations found that examiners 
identified a number of general private banking deficiencies that also 
pertained to the banks’ offehore private banking activities. Two such 
deficiencies were inadequate client profiles and weak management 
information ^tems. For example, examiners found that some banks’ 
client profiles contained little or no documentation on the client’s 
background, source of wealth, or esqiected account activity, or on client 
contacts and visits by bank representatives. Examiners also found that 
some banks’ management information systems did not track client activity 
or did not allow bankers to systematically examine all accounts related to 
a given client. Both of these deficiencies make it difficult for banks to 
monitor clients’ accounts for unusual or suspicious activity, according to 
the banking regulators. 

At the time of our review in 1998, we noted that most banks with 
deficiencies identified during FRENTs private banking initiative had 
started to take corrective actions to address these deficiencies. For 
example, during follow-up examinations, examiners found that banks had 
started to make progress on improving client profiles. 


Bankers’ Concerns About 
Uneven Regulatory 
Oversight 


Some bank officials we interviewed during this assignment expressed 
concerns that securities brokers and dealers are not subject to the same 
regulations covering suspicious activity reports or to the same regulatory 
reviews of KYC policies that banks are subject to. They indicated that this 
inconsistency creates an “uneven playing field” that they felt was unfair, 
particularly since brokers and dealers are engaged in private banking 
activities similar to those of the banks themselves. Officials from the 
Securities and Exchange Commission and Treasury’s Financial Crimes 
Enforcement Network have indicated that they have been working 
together since 1997 to develop regulations for brokers and dealers 
regarding suspicious activity reports. As of October 1999, however, such 
regulations had not yet been issued. 
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Statement 

Money Laundering: CHwerrations on Private Banking and Related Oversight of Selected 
Offshore Jurisdictions 


Offshore Jurisdictions’ 
Bank Secrecy Laws 
Represent Key Barriers 
to U.S. Regulators’ 
Oversight of Offshore 
Banking Activities 


The third major area for our work was barriers to regulators’ efiforts to 
oversee offehore bankli^ activities in general. We found that secrecy laws 
in many offshore Jurisdictions represent key barriers to U.S. oversight of 
offshore banking activities. According to U.S. and international agencies 
and organizations, all of the 20 offshore jurisdictions we reviewed have 
secrecy laws that protect the privacy of individual account owners, and 16 
of them impose criminal sanctions for breaking those laws. While secrecy 
laws are intended to preserve the privacy of bank customers, they also 
restrict U.S. regulators from accessing individual account information and 
often prevent regulators from conducting on-site examinations at U.S. 
bank branches in offshore jurisdictions. 


In our earlier work in 1998, we reviewed nine jurisdictions in depth 
because of their private banking activities. Updated information on these 
nine jurisdictions showed tiiat five would allow U.S. regulators to conduct 
on-site examinations of bmUdng institutions in their jurisdictions and that 
only two of these five would provide some access to individual bank 
accoimt information. Each of the jurisdictions had secrecy laws to protect 
the privacy of individual account owners. However, some jurisdictions 
provided for an exception to their secrecy laws when criminal 
investigations were involved. We were told that these jurisdictions had 
established judicial precedes through which U.S. and other foreign law 
enforcement officials could obtain access to individual bank account or 
customer information. However, U.S. law enforcement officials we 
contacted expressed concerns about the difficulty they have in obtaining 
information from offshore secrecy jurisdictions, including those with 
established judicial processes. They noted, for example, ffiat it can take an 
inordinate amount of time to obtain information requested through mutual 
legal assistance treaties.*^ 

None of the 1 1 jurisdictions added to our list allowed U.S. regulators to 
access individual customer information or to conduct on-site 
examinations. However, according to regulators, U.S. banks had little 
banking activity in these jurisdictions, and regulators had not attempted to 
access individual account information or conduct examinations in these 
jurisdictions, with one exception: Russia has been asked by the Federal 
Reserve whether on-site examinations can be conducted. According to a 
State Department report, there has been some level of cooperation and 
progress in integrating Russian monitoring and enforcement into 


“ Mutual legal assistance treaties are bilateral agreements that the United States has entered into with 
other countries to enhance international cooperation in criminal matters, including tliose involving 
money laundering. 
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Statement 

Money Laundering: ObsemtMns on Private Banking and Related Oversight of Selected 
Offshore Jurisdictions 


international anti-money-laundering efforts.'^ However, the report notes 
that (1) a more aggressive le^slative approach is needed to address the 
conditions that encourage a destabilizing level of capital flight and money 
laundering, and (2) Russia supervises its banks poorly. Details on the 20 
jurisdictions are presented in attachment I. 


Limitations Hamper U.S. 
Efforts to Work Around 
Barriers 


U.S. banking regulators are attempting to work around barriers created by 
offshore secrecy laws, but limitations hamper their efforts. For example, a 
limitation in some jurisdictions is that since regulators have been 
precluded from conducting on-site examinations, they rely primarily on 
banks’ internal audits to determine how well KYC policies and procedures 
are being applied to offshore branches of U.S. banks. Our 1998 review of 
examination reports, however, found several instances in which examiners 
noted that the bank’s internal audit of the offshore branch inadequately 
covered KYC issues pertaining to its private banking activities at these 
branches. 

Regulators’ reliance on internal audits for overseeing offshore branches is 
also impeded by their inability to review banks’ internal audit worlq)apers 
in some offshore jurisdictions that require that such workpapers be kept in 
the jurisdiction. Examiners explained that, without access to supporting 
audit worlqjapers, it is difficult to verify that audit programs were followed 
and to assess the general quality of internal audits of offshore branches. 
Also, without access to bank documents or internal audit workpapers, it is 
difficult to explain to bank management the basis for regulatory concerns 
about particular activities conducted in their offshore branches. 


Offshore Jurisdictions’ 
Activities to Combat Money 
Laundering 


All but 1 of the 20 offshore jurisdictions we reviewed were engaged in 
some type of anti-money-laundering activities. Twelve of the 20 
jurisdictiorts were members of either the Basle Committee on Banking 
Supervision or the O^hore Group of Banking Supervisors, two 
international groups formed to foster cooperation among banking 
supervisory authorities. Both of these groups place special emphasis on 
the on-site monitoring of banks to ensure, for example, that they have 
effective KYC policies. Sixteen of the 20 offshore jurisdictions were also 
members of the Financial Action Task Force, the Caribbean Financial 
Action Task Force, or the Council of Europe Select Committee on Money 
Laundering, three international task forces created to develop and 
promote anti-money-laundering policies. (See attachment II.) 


” Intpmational Nattrotics Control Strategy Report. 1998 . U.S. Department of State (Washington, D.C.; 
Pebniaiy 1999). 
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Money Launderii^: Observations on Private Banking and Related Oversight of Selected 
Offshore JnrisdlcCioiis 


Membership in ai^ of these three task forces implies that the jurisdiction 
has stated its intention to work towards the task force’s principles and 
recomm^idations, including those related to establishing KYC policies and 
policies on reporting suspicious transactions. It is important to point out 
that membership in these task forces does not necessarily mean that these 
principles and recommendations are adequately being followed by the 
jurisdiction’s financial institutions or monitored by its government 
authorities. The State Department’s International Narcotics Control 
Strategy Report (TOCSR) for 1998, for one, identifies 11 of the 20 offshore 
jurisdictions as having weak or nonexistent regulatory supervisory 
structures. Attachment III provides information on the 20 jurisdictions’ 
anti-money-laundering practices and the State Department’s classification 
of the extent to which the jurisdictions may be vulnerable to money 
laundering. 


Future Challenges That 
Confront Efforts to 
Combat Money 
Laundering 


Several challenging questions confront U.S. policymakers and others 
involved in ongoing dom^tic and international efforts to combat money 
laundering through offshore banking activities. A number of these 
questions are specific to offshore private banking activities of banks and 
offshore banking in general. Despite the recent anti-money-laundering 
activities of some key offshore jurisdictions, one central question is 
whether secrecy laws will continue to represent barriers to U.S. and other 
foreign regulators. A number of related questions follow from this 
question. For example, do the offshore jurisdictions that have enacted new 
money laundering laws have the regulatory infrastructure and adequate 
regulatory and law enforcement personnel to enforce the new laws? 


Another key question with important implications is how effective are the 
efforts of international task forces and supervisory groups to combat 
money laundering. A related question is what needs to be done to ensure 
that offshore jurisdictions give sufficient emphasis to preventing and 
detecting money laundering. An equally important, if narrower, question 
that grows out of the GAO work described here is what needs to be done 
to ensure that offshore jurisdictions allow the U.S. and other foreign 
governments adequate access to information needed for supervisory and 
law enforcement purposes. 
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Other questions remain, related to the domestic oversight of banking and 
money laundering — especially with regard to the adequacy of current 
examination procedures, including knowing your customer. The National 
Money Laundering Strategy for 1999 marks a new stage in the 
government’s fight against money laimdering. A m^or goal is to enhance 
regulatory oversight while making it cost-effective, with measurable 
results. We believe such a goal is worth achieving. 
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Attachment I 

Extent of U.S. Regulatory Access to Bank 
Information in Offshore Jurisdictions 



Jurisdiction has bank U.S. regulators allowed 

secrecy laws that include access to individual 
criminal sanctions customer information 

U.S. regulators allowed to 
conduct on-site 
examinations 

U.S. law enforcement and 
judicial authorities allowed 
access to individual 
customer information 

Jurisdiction 

Yes No 

Yes No 

Yes No 

Yes' No 


Nine initial 
jurisdictions 


















BB^^^^B 













HHEIH 
































^HDIH 



HEBH 


















Eleven additional 
jurisdictions 


Anauilla 

X 

X 

X 

X 



Antlaua & Barbuda 

X 

X 

X 

X 



Barbados 

x" 

X 

X 




Liechtenstein 

X 

X 

X 


X 


Monsterrat 

x° 

X 

X 

X 



Nauru 

X 

X 

X 


X 


Netherlands Antilles 

X 

X 

X 


X 


Russia 

X 

X 

x' 


X 


St. Vincent & the 
Grenadines 

X 

X 

X 




Turks & Caicos 

x" 

X 

X 

X 



Vanuatu 

X 

X 

X 


X 

mim 


*An V in this column indicates the jurisdknton has a mutual legal assistance treaty In force with 
the United Slates and that it allows access to individual account Information if a formal criminal 
Investigation is under way. An 'r* in this column indicates that an agreement has been signed with 
the United States but has not been ratified. 

•Criminal sanctions exist for unauthorized disdosures, but “safe harbor" is provided for specific 
authorized disclosures to certain entities. 

' Examiners can review customer records regarding bank assets, but not liabilities. 

“Singapore allows limited-scope examinations. 

'A process exists that allows loreiyi supervisors to request this type of Information; however, in 
regulators' experience, customer infomtation is rarely provided. 

'Russia has been asked by the Federal Reserve whether on-site examinations can be conducted in 
that coumiy. 

Source; U.S. Department of Stale. Rnancia! Crimes Enforcement Network (FinCEN), the Federal 
Reserve, OCC, Fmancial Action Task Force ^ATF). Caribbean Financial Action Task Force (CFATF), 
Offshore Group of Banking Supervisors, and Council of Europe Select Committee on Money 
LaurKlering. 
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Attachment II 

Membership in International Supervisory 
Groups or Anti-Money-Laundering Task 
Forces 



Jurisdiction 

Basle 

Committee on 

Banking 

Supervision 

Offshore Group 
of Banidng 
Supervisors 

Financial AcUon 
Task Force 
(FATF) 

Caribbean 
Financial Action 
Task Force 
fCFATF) 

Asia/Pacific 
Group on Money 
Laundering' 

Council of 

Europe Select 
Committee on 
Money 

Launderinq 


Nine initial 
jurisdictions 


































































Eieven additional 
jurisdictions 



mummiimiiiniiiimi^^i 



BI^^^H^HB^^^BiB 






Liechtenstein 
Montserrat 
Nauru 






St. Vincent & 

X 


X 




The Asia/Pacific Group was created to establish cooperation in combating money laundering In the 
Asia/Pactfic region and to develop principies for applicalion of the FATF 40 recommendations. 
'Bahrain is not a member country of FATF It is, however, a member of the Gulf Cooperation Council, 
one of two regional organizations that are members of FATF. 

'Netherlands Antilles is a part of the Nett>erlands and is associated with FATF through the 
Netherlands' membership. 

Source: intefnational Narcotics Control Strategy Report. 199B. Bureau for International Narcotics and 
Law Enforoement Affairs, U.S. Department of State; FATF; CFATF; Offshore Group of BanKing 
Supervisors; and Council of Europe Select Committee on Money Laundering. 


Page 13 


GAO/T-GGD-00-32 




196 


Attachment III 

Anti-Money-Laundering Regulatory 
Framework in Selected Offshore Jurisdictions 



Has money 
laundering 
been 

criminalized 
in the 

iurisdiction? 

Does the 
j'urisdiction 
have KYC 
policies or 
guidelines for 
banks? 

Does the 
jurisdiction 
require banks 
to report 
suspicious 
transactions? 

Does the 
jurisdiction have 
corporate secrecy 
laws that include 
criminal 
sanctions?* 

Does INCSR describe 
supervisory 
structure of the 
jurisdiction as weak 
or nonexistent? 

What is the INCSR 
classification for 
the jurisdiction?” 

Jurisdiction 





No 

Yes 

No 

JPC JOC OJM 

Nine initial 
lurisdictions 

Bahamas 







X 

X 

Bahrain 








X 

Cayman 

Islands 

X 

X 

X 


X 


X 

X 

Channel 

Islands” 

X 

X 

X 


X 


X 

X 

Nona Kona 

X 

X 

X 


X 


X 

X 

Luxemboura 

X 

X 

X 


X 


X 

X 

Panama 

X 

X 

X 


X 

X 


X 

Sinaaoore 

X 

X 

X 


X 


X 

X 

Switzerland 

X 

X 

X 


X 


X 

X 


Eleven 

additional 

jurisdictions 



mm 




■IB 





X 


X 

Antigua & 
Barbuda 

X 


X 


X 




X 

X 



Barbados 

X 

^■mi 

l^^H 








X 


Liechtenstein 

X 


X 


X 



X 


X X 




HIH 







BBBB 



X 


CMIBIIHHi 




■BB 



^■IBI 




B^l 


Netherlands 

Antilles 

X 


X 


X 



X 

X 

X 



Russia 

X 




____ 



BIQIH 


X 



St. Vincent & 
the Grenadines 


X 


X 


X 

X 


X 


X 


Turks & Caicos 

X 



X 

X 



I^BBi 



X 


Vanuatu 


■91 

^■9 


■IB 

91^9 





^^9 



*For tf\e purpose of this inquiry, the term "corporate secrecy laws" refers to any law that shields the 
IdentHiee of officers and directors of private entities and serves to either prohibit or restrict foreign 
government agencies from accessing such information. 


The International Narcotics Control Strategy Report assigns priorities to Jurisdictions using a 
dassificalion system consisting of three eateries, titled Jurisdictions of Primary Concern (JPC), 
JurisdWions of Concern (JOC), and Other Jurisdictions Monitored (OJM). This prioritization process 
draws upon a number of factors that fodicate, among other things, the extent to which the jurisdiction 
may be vulnerable to money laundering. 

‘Criminal sanctions exist tor unauthorized disclosures, but "safe harbor" is provided tor specific, 
authorized disclosures to certain enb'ties. 

“Criminal sairctions exist for unauthorized disclosures, but information is exchanged under terms of 
the Mutual Legal Assistance Treaty. 
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Attachment III 

Anti-Money-Laundertag R^ulatoiy Framework in Selected Offshore Jurisdictions 


* Iniormation is for Guernsey, one of four i^rKfs known as the Channel Islands. 

Source: U.S. Department of State. RnCBM, FATF, CFATF, Offshore Group of Banking Supervisors, 
and Council of Europe Select Committee on Money Laundering. 


Page 15 


GAO/T-GGD-00-32 



198 





EMBARGOED UNTIL 10:00 A.M. EST 
November 9, 1999 


Written Statement for the Record 


TPJ5ASURY D^Pirry SHCPETAPY S7TJAPT H. ETZFN9T''-T 
PERMANENT SUBCOMMITEE ON INVESTIGATIONS 
SENATE COMMITTEE ON GOVERNMENTAL AFFAIRS 

I. Introduction 

Madam Chairman, Ranking Member Levin, Members of the Subcommittee, I welcome this 
opportunity to submit this statement on money laundering and corruption issues. Your hearing 
on money laundering and private banking represents the culmination of a great deal of work by 
you and your staff over the past year. As I imderstand it, you will be hearing from a range of 
witnesses over the course of this hearing, concerning a number of specific matters alleging the 
abuse of private banking relationships by apparently corrupt foreign officials seeking to conceal 
their ill-gotten gains. Thus you have focused your efforts on the intersection of high-level 
government corruption and money laundering. Both of diese i^ues present crucial law 
enforcement and regulatory challenges, and both raise significant foreign policy and national 
security implications. 

Let me say at the outset that safeguarding the integrity of American and international financial 
institutions is an absolute priority for diis Administration. Accordingly, as described below, the 
Treasury Department is engaged at many levels in the fight against corruption and money 
laundering. This engagement is reflected by our ongoing regulatory and enforcement initiatives 
to prevent, detect, and prosecute money laundering; our promotion of reforms in international 
financial institutions’ lending programs; and our work with our G-7 colleagues and others to 
reform the global financial architecture. 

In addition to these ongoing efforts, I am co-chairing with Deputy Attorney General Eric Holder 
an interagency task force to implement the National Money Laundering Strategy recently 
announced by Secretary of the Treasury Summers and Attorney General Reno. As we move to 
implement the Strategy, we are looking to learn new lessons, and to devise new policies to 
respond to changing circumstances. Accordingly, the Treasury Department has supported your 
investigative efforts over the past year, and we are very much looking forward to the public 
discussion of the results of those efforts in this hearing. 
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My statement covers two topics: corruption, money laundering, and private banking; and the 
Administration’s new National Money Laundering Strategy. As described below, we believe 
that private banking relationships are importent, and we recognize that high net worth individuals 
have special banking needs. But we also recognize that private banking is particularly 
vulnerable to abuse by money launderers. A number of specific action items called for by the 
National Money Laimdering Strategy - including, for example, a 90 day review of guidance to 
enhance bank scrutiny of potentially high risk accounts and the enhanced use of information 
processing technologies to uncover patterns of unlawful transactions from the data already 
collected -- address the subjects you are exploring in this hearing. I assure you that, as we move 
forward on those and other items, we will pay particular attention to addressing the 
vulnerabilities posed by the private banking business. 

n. Corruption, Money Laundering, and Private Banking 

First, I want to reiterate the reasons that this Administration has placed a high priority on fighting 
both corruption and money laimdering. These issues are important domestically and 
internationally, and they are closely related to one another. Both public corruption and money 
laundering taint financial institutions and erode public trust in their integrity. In their extremes, 
public corruption and money laundering can undermine democratic institutions, and 
representative governments. Money laundering may be thought of as a corrupting influence on 
financial institutions and governments. In this age of rapidly advancing technology and 
globalization, public corruption and money laundering can affect trade flows and ultimately 
undermine financial stability. For this reason, both are ultimately matters of national security for 
the United States. 


Public Corruption . These points were illustrated in hearings held by the House Banking and 
Financial Services Committee in September concerning allegations of crime and corruption in 
Russia and the alleged infiltration of Western financial instihitions. Recent press accounts 
alleging public corruption by Russian officials dramatically illustrate these points. 

Unfortunately, the type of allegations addressed in the House hearings are not isolated to any one 
country. Large-scale corruption by high-ranking government officials has undermined the 
economic and social stability of a number of countries around the world. Systematic, unchecked 
depletion of assets by top government leaders diverts scarce resources from many of the world’s 
poorest countries, and has crippled some of the most promising economies in the developing 
world, such as the former Zaire and Nigeria. 

One of the principal obstacles we face in combating public corruption is the historical acceptance 
in the international business community of corrupt behavior by government officials. We tend to 
forget - since the United States enacted the Foreign Corrupt Practices Act over twenty years ago 
(which I helped draft for the Carter Administration) - that an international consensus about the 
dangers of public corruption is only just now forming. In some countries, for example, pending 
their full implementation of the OECD Anti-Bribery Convention, it is still possible for 
corporations to deduct foreign bribes on their tax returns. Although we generally understand 
what we mean by the term “public corruption,” our undemtanding is by no means universally 
accepted. Thanks to the work of non-governmental organizations such as Transparency 
International, corruption issues have become more a subject of public discussion. 
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We have made significant progress in recent years. For example, it has now been nearly two 
years since the members of the Organization for Economic Cooperation and Development 
(OECD) concluded the OECD Anti-Bribery Convention, and the Vice President hosted a 
ground-breaking Anti-Corruption conference in February 1999. Since then, we have pressed, 
and will continue to press, for the complete ratification and implementation of the OECD 
Convention by all signatories. We hosted a U.S. - Afiica Ministerial Conference with over 40 
African nations, at which combating corruption was a central item on the agenda. I have worked 
with the Global Coalition for Africa, in which some dozen African countries have adopted 
comprehensive anti-corruption principles. In addition, the United States is working with its G-7 
partners and others to coordinate anti-corruption efforts and assistance and to complete a WTO 
agreement on transparency in government procurement We also are exploring the best ways to 
identify, block, and seize illicit funds gained through public corruption as well as other criminal 
acts. 

There has been considerable progress over the past year or so within the international financial 
institutions. The International Monetary Fund (IMF) has developed a code of fiscal 
transparency, and has consistently supported open and transparent markets, price decontrol, and 
trade liberalization, each of which will reduce the opportunity for bribery and corruption. In 
specific programs with Thailand, Korea, and Indonesia, the IMF has insisted on full audits and 
has even suspended funding in response to substantial accusations of corruption. Both the IMF 
and the World Bank suspended assistance to Kenya because of pervasive corruption. 

The World Bank is paying increased attention to the problems of corruption in its member 
countries. The Bank has developed programs to combat corruption problems in individual 
countries, initiatives to enhance transparency and accountability in public finances, and 
approaches to strengthen public institutions and the rule of law with regard to investment and 
property. The Bank has also developed new methodologies and techniques for analysis of the 
nature and extent of corruption in specific countries. These issues were the focus of attention at 
the international meetings of the IMF and World Bank in Washington in September. 

Money Laundering . In many respects, our efforts to fight money laundering have progressed 
much further. Money laundering has been a separately punishable federal crime in the United 
States only since 1986, and our enforcement agencies vigorously investigate and prosecute 
violations. We also have had in place since the early 1970s - through the Bank Secrecy Act and 
its implementing regulations - a relatively well developed regulatory structure. This structure 
ensures that records are maintained and reports are filed that can be of use to investigators 
pursuing money laimdering, tax evasion, and other financial crimes. Our regulatory regime is 
generally consistent with structures in place in many other countries arotmd the world, thanks 
primarily to the efforts of the Financial Action Task Force (FATF) and other international bodies 
to push implementation of the FATF 40 Recommendations. Treasury’s Financial Crimes 
Enforcement Network (FinCEN) has capably led the Treasury’s efforts to coordinate and 
implement these efforts. But much work remains to be done. 

In September, the Treasury and the Justice Departments released the first comprehensive 
National Money Laundering Strategy. The Strategy sets forth a broad-based domestic and 
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international program to combat money laundering. As discussed more fully below, several of 
the action items are directed against the type of crinrinai activity that the Subcommittee has been 
investigating over the past year. The Strategy - as well as the testimony you will receive from 
officials representing Office of the Comptroller of the Currency and the Board of Governors 
of the Federal Reserve System - demonstrates that we have been working on these issues for 
some time. The Strategy also demonstrates that we are taking concrete steps to address them. 

Private Banking . The regulation and oversight of private banking - that is, the provision of 
financial services to high net worth individuals - bring together the issues of corruption and 
money laundering. The private banking business has long been recognized as having the 
potential to be particularly vulnerable to abuse by mon^ launderers. GAO reports from June 
and October 1998 explored a range of issues relating to regulatory oversight of offshore private 
banking activities arising out of the allegations that Raul Salinas used Citibank’s private banking 
services as a conduit to launder funds. As described below, issues raised by the private banking 
business will figure prominently in our implementation of a number of the priority action items 
called for in our National Money Laundering Strategy. 

The bank supervisory agencies have already taken a number of steps, which I am sure you will 
hear about in some detail from other witnesses. The Tr^ury’s Office of the Comptroller of the 
Currency (OCC), for example, has created a special group in its headquarters to focus on money 
laundering controls, and has moved to revise its bank examination procedures. The OCC has 
also instituted novel procedures - using the artificial intelligence capabilities of FinCEN and 
other internal lead-generating methods - to proactively identify institutions that pose particular 
money laundering risks. Over the past year, the OCC has conducted over ten targeted 
examinations of such institutions, using specially trained examiners. The OCC also responds to 
external notification - from law enforcement or other sources - with its specialized money 
laundering examination teams. Finally, the OCC has begun a general review of its examination 
procedures. 

One theme that underlies these efforts - and the efforts of other bank regulators, notably the 
Federal Reserve Board — is the need for banks involved in private banking to put in place 
appropriate policies and procedures in order to meet their obligations to investigate and report, if 
necessary, suspicious private banking activity. As we continue to work on this issue, we must 
strike the correct balance between protective regulations and the promotion of competitive 
commercial activity, and between customers’ legitimate right to financial privacy and the need 
for government to be able to pierce the veil of secrecy to pursue criminals. 

For all of these reasons, we welcome these hearings, and applaud the work that you and your 
staffhave done to uncover particular problems and to frame them in a way that will help us move 
together toward appropriate solutions. 


m. The National Money Laundering Strategy 

In September, the Treasury and Justice Departments issued a National Money Laundering 
Strategy, marking a new stage in the government’s coordinated effort to follow the money. The 
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Strategy’s ambitious agenda is built aroimd four basic goals: (1) strengthening domestic law 
enforcement; (2) enhancing steps taken by financial institutions to prevent and detect money 
laundering; (3) partnering with state and local authorities; and (4) bolstering our efforts to have 
strong money laundering standards adopted — and adhered to - worldwide. Several actions set 
forth in the Strategy are particularly relevant to the subject of this hearing; many of these are 
proceeding on self-imposed deadlines to ensure that significant progress is made in short order. 

First, we have convened a working group of fed^al bank regulators and law enforcement 
officials to determine what guidance would be appropriate to enhance bank scrutiny of certain 
transactions or patterns of transactions in potentially hi^-risk accoimts. This working group is 
to complete its review within 90 days of the publication of the Strategy, and we intend to report 
on its findings in the second annual strategy report, which is due to the Congress on February 1, 
2000. Financial industry officials are looking to us for guidance about how to comply with the 
duty of financial institutions and their employees to avoid becoming entangled in money - 
laundering schemes, and we want to provide that guidance. Naturally, we want to balance 
concerns of efficiency and privacy with those of effective law enforcement. 

Second, this review will be complemented by a determination by the working group as to what 
guidance would be appropriate to enhance the scrutiny of correspondent bank accounts in the 
United States maintained by certain offshore and other financial institutions that pose money 
laundering risks. This review, which also is due to complete its review within 90 days of the 
strategy’s publication, will focus on steps needed to ensure that U.S. financial institutions obtain 
information about the identity of customers of certain correspondent banks. The working group 
will also pay attention to issues raised by the use of payable through accounts. As more effective 
mechanisms are devised to meet these goals, U.S. banks should be better able to detect deception 
by corrupt foreign officials. 

Third, the federal bank supervisory agencies, in cooperation with the Department of the 
Treasury, will conduct a more general review of existing bank examination procedures relating 
to the prevention and detection of money laundering at fmancial organizations, to be completed 
in 180 days of the National Money Laundering Strategy’s publication. The objectives of this 
review will be to determine whether current examination procedures are adequate to evaluate 
bank anti-money laundering measures and compliance with existing laws and regulations, and 
whether additional support from law enforcement officials can assist bank examiners in 
examining institutions for money laundering risks. I will ensure that this review takes full 
account of the results of the Subcommittee’s investigation as discussed in this hearing. 

The Strategy also calls for a series of steps to improve the government’s performance in making 
use of information reported under the Bank Secrecy Act and in sharing with fmancial institutions 
the analysis of such information. In some cases, such sharing may involve issuance of guidance 
about emerging issues or strategies used by money laimderers. In other cases, subject to the 
appropriate legal restrictions, more specific warnings may be generated. Once again, I will ask 
FinCEN and the law enforcement and regulatory communities to pay close attention to die 
results of the Subcommittee’s investigation, and to apply the lessons learned from that 
investigation on a continuing basis. 


5 
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Further, the Strategy calls for action on two important items pointedly directed at the fight 
against money laundering by corrapt foreign officials. The Department of Justice is leading the 
Administration’s effort to enact legislation to enhance our ability to pursue criminal sanctions - 
including the seizure and forfeiture of assets - against corrupt foreign officials. Bribery of public 
officials and witnesses was included as a “specified unlawful activity” (or predicate) when the 
money laundering statute was first passed in 1986. But the statute limits our ability to bring 
money laundering charges, or to confiscate assets on behalf of foreign governments, in cases 
involving predicate crimes that violate foreign, but not U.S., law. The Money Laundering Act of 
1999, which the Administration plans to submit to the Congress today, will include a provision 
enlarging the list of foreign crimes for which money laundering prosecutions can be brought in 
the U.S. when the proceeds of the crime are laundered in the U.S. This list of crimes will Include 
bribery of a public official, or the misappropriation, theft, or embezzlement of public funds by 
or for the benefit of a public official.” If passed, this legislation will give us an important new 
tool to assist emerging democratic governments as they auempi to recover state assets 
misappropriated by corrupt officials of current or preceding regimes. 

Finally, the Strategy notes that the United States will advocate that other nations include bribery 
as a serious offense for the purpose of their own anti-money laundering legislation. As you well 
know, the proceeds of large-scale public corruption - in the form of bribes or embezzlement - 
must, like any other ill-gotten gains, be laundered if they are to be secured and enjoyed by 
corrapt officials. And we have made significant progress in the international community toward 
universal enactment of so-called “serious crimes” money laundering legislation. An OECD 
working group has reported that it considers bribery as a serious offense for the purposes of 
money laundering legislation and has asked the FATF to review the issue with its membership. 
Last month, at their meeting in Moscow, the G-8 Justice and Interior Ministers agreed on the 
importance of extending predicate offenses of money laundering to bribery or corruption 
committed in violation of both domestic and foreign law. 

Of course, the Money Laundering Strategy report calls for a host of other actions to improve our 
ability to combat money laundering. The Strategy recognizes the long-term conunitment needed 
for the fight, but I want to assure you that we have mobilized our resources on a number of 
priority items in the short term. 

IV. Conclusion 

In closing, I want to thank you and the Subcommittee staff again for your hard work over the 
past year in exploring the vuberability of private banking to abuse. You have performed an 
extremely important service in highlighting the important, but still not widely understood 
relationship between public corruption and money laimdering. The Treasury Department is 
committed on an ongoing basis to devising and implementing effective measures to protect the 
U.S. financial system from abuse by corrupt public officials and international organized crime. 

We look forward to working closely with you and yoiir staff in the future. 

-30- 
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QUESTIONS RECEIVED BY THE PERMANENT SUBCONMITTEE ON INVESTIGATIONS 
TO BE POSED TO SIBCXMIITTEE STAFF (11/9/99) 


STAFF 


1 . Isn't it true that the Russian money laundering problem involves commercial 
banking and correspondent banking relationships, not private banking, and 
involves sums of money — billions — that vastly exceed the amounts typically 
involved with private banking? Doesn't this Russia problem show that private 
banking is not uniquely vulnerable to money laundering? 

2. Treasury Secretary Summers and Attorney General Reno just issued a report on 
money laundering. This report does not appear to isolate private banking for 
special scrutiny. Isn't it true that the report does not even mention private 
banking? Did you consult with the authors of this Report? 

3. Isn't it true that the Summers-Reno Report on money laundering indicates that the 
Department of Justice has prosecuted more than 2000 defendants each year for ' 
money laundering, and that the Subcommittee Report, by contrast, is able to 
identify only a few private banking convictions over the last several years? 

4. Isn't it true that no court has determined that any of the funds referred to in your 
presentation derives from any of the offenses that are listed in the money 
laundering statute — that is, narcotics trafficking, murder, kidnaping, fraud 
against a bank? 

5. Isn't it true that the Federal Reserve has recently commended Citigroup's effort to 
implement a well-integrated KYC compliance program? 

6. Do the regulators have any problems with the Citibank Private Bank's anti-money 
laundering program today? 
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1 1/9/99 

STAFF RESPONSE TO RULE 14 QUESTIONS BY CITIGROUP 

1 . Commercial, correspondent and pnvate banking are all vulnerable to money laundering. The 
Subcommittee staff did obtain evidence of Russian clients at private banks, but did not analyze 
the accounts and cannot comment on the extent to which Russian money laundering may be 
taking place through private banking relationships. 

2. The 1999 Money Laundering Strategy issued by the Departments of Treasury and Justice 
addresses numerous issues applicable to private banking, including expanding the list of money 
laundering predicates to include public corruption; ensuring concentration accounts are not used 
to “obliterate the money trail of particular account holders”; reforming bank secrecy jurisdictions; 
and reviewing bank examination procedures testing anti-money laundering compliance. The 
Subcommittee staff interviewed and consulted numerous persons at both Departments. In a 
written hearing submission. Deputy Secretary of the Treasury Stuart E. Eizenstat states: “ 
[Pjrivate banking can be particularly vulnerable to ^use by money launderers. A number of 
specific action items called for by the National Money Laundering Strategy ... address the 
subjects you are exploring in this hearing.” 

3. Money laundering prosecutions include persons suspected of drug trafficking, organized 
crime, financial misconduct, and other crimes. To our knowledge, bankers do not constitute a 
significant proportion of these prosecutions. 

4. The Mexican government has convicted Raul Salinas of murder and is investigating him for 
illicit enrichment and money laundering. A Swiss court ordered the seizure of over S 100 million 
from Salinas bank accounts in a civil proceeding which determined the funds were tainted by 
narcotics trafficking; the Swiss order was vacated on appeal on jurisdictional grounds and further 
proceedings are pending. The Pakistani government has convicted Asif Zardari of kickbacks, 
and the Swiss government has indicted him for money laundering. The French government is 
investigating whether Elf Aquitaine paid illegal bribes to President Bongo, and the Swiss have 
frozen three bank accounts linked to him. The Nigerian government has indicted Mohammed 
Abacha for murder, and both the Nigerian and Swiss governments are investigating him and 
other Abacha relatives and associates for money laundering. 

5. In February 1998, the Federal Reserve told the Citigroup Board's Audit Committee, according 
to talking points, that the private bank had “significant weaknesses in internal controls that 
expose Citibank to excessive legal and reputational risk,” and expressed concern about the “ 
length of time” taken to correct deficiencies. In late 1998, a Federal Reserve internal document 
states: “Management has demonstrated that it is committed to achieving its goal of changing the 
culture of the [private bank] and creating [a] well-integrated global risk management and internal 
control structure. Progress has been made in correcting control deficiencies.” We are not aware 
of a subsequent Federal Reserve commendation of Citigroup’s KYC compliance efforts. 

6. Whether the Federal Reserve today has “any problems” with the Citibank Private Bank’s 
anti-money laundering program can be answered only by the Federal Reserve. 
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Hon. Susan M. Collins, Chair 

Permanent Subcommittee on Investigations 

Committee on Governmental Affairs 

United States Senate 

SR-100 Russell Senate Office Building 

Washington, DC 20510-6262 

Hon. Carl Levin, Ranking Minority Member 
Permanent Subcommittee on Investigations 
Committee on Governmental Affairs 
United States Senate 
SR-193 Russell Senate Office Building 
Washington, DC 20510-6262 

Dear Chairman Collins and Senator Levin: 

After the Permanent Subcommittee on Investigations held its hearings on Private Banking 
and Money Laundering, Senator Levin submitted several post-hearing questions to John Reed, 
Chairman of Citigroup Inc. We apologize for the confusion over transmittal of the 
Subcommittee's questions and we appreciate the Subcommittee's patience with the resulting 
delay in our response. On behalf of Citigroup, I am writing to provide Citigroup's responses to 
the Subcommittee’s questions. 

Response to Question 1 . Shaukat Aziz, the Group Executive of the Citibank Private Bank 
until October 29, 1999, reported in his statement to this Subcommittee that the Private Bank now 
has in place a compensation plan that rates bankers on their compliance with anti-money 
laundering and other control items as one of the criteria that determines compensation amounts. 
Mr. Aziz stated that “bonuses of Private Bank personnel have in fact been withheld or reduced 
for inadequate performance on control and anti-money laundering matters.” Because bonus 
amounts are determined by taking into account a variety of factors, it is not feasible at this point 
in time to determine retrospectively the particulars of how compensation was affected by these 
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performance considerations, especially in light of the senior management changes described 
below. 


More important, however, as Chairman Reed made clear in his testimony, in order for 
revamped policies and tightened controls to work, die Private Bank’s culture had to change so 
that “the culture of the Private Bank reflected the commitment of the whole institution to our 
anti-money laundering efforts.” Fundamentally, that culture change has been accomplished 
through changes in the Private Bank’s senior management. Since January 1, 1996, personnel 
have been changed in the following positions within the Private Bank: the Group Head; the 
Group Compliance Head; the Group Legal Counsel; the Division Heads of Europe, Middle East 
and Africa, Japan, Asia, Western Hemisphere, and the United States; the Group Operations 
Head; the Operations Head in Europe; the Operations Head in the United States; the Group 
Investment Head; the Investment Head for Europe; the Head of the Global Trust Business; the 
Head of Credit; the Switzerland Investment Center Head; and the London Investment Center 
Head. 


Response tn Question 2 . The first transfer to the Tendin account from the Gabon treasury 
occurred in February 1995. Ed Kowalcyk, who was at that time head of compliance for the 
United States and the Western Hemisphere, notified David Trembly, then the President and 
Managing Director of Cititrust Bahamas, that compliance approved acceptance of the transfer. 
Two subsequent transfers from the state treasury of Gabon were approved because the first 
transfer had been approved. 

Mr. Ober believed these transfers should be accepted because of what he understood to be 
their complete transparency. Because Gabon is a member of the CFA Franc Zone monetary 
union, the Gabon National Agency (a branch of the Central Bank of the CFA Franc Zone/Central 
Africa, headquartered in Yaounde, Cameroon) must periodically audit all banks operating in 
Gabon and provide audit reports to the monetary union. The Gabon National Agency performs 
these audits with technical assistance from the French Treasury, which operates under the 
supervision of the French Ministry of Finance. Mr. Ober understood tliat these audits rendered 
ail banking transactions that take place in Gabon transparent to the Gabon National Agency, the 
CFA Franc Zone, and the French Treasury. For example, the referenced $1.9 million was paid 
from the Gabon Treasury account at Citibank Gabon into President Bongo’s account at Citibank 
New York. Accordingly, Mr. Ober recognized that the transfer was subject to the transparency 
requirements of the monetary union and he believed that this transparency would have resolved 
any compliance concerns. He also was aware that a transfer such as the referenced transfer was 
subject to the approval of the Gabon National Agency, pursuant to reporting requirements 
imposed by the Foreign Exchange Controls on large foreign transfers that involve conversion of 
CFA Francs into a foreign currency and transfer out of the CFA Franc Zone. 
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When the inquiry was raised about accepting a transfer from the Gabon treasury, Mr. 

Ober recalls explaining the audit requirements of the CFA Franc Zone and the requirements of 
the Foreign Exchange Controls, which he understood satisfied any compliance concerns. Mr. 
Ober does not recall whether he involved his supervisor, Salvatore Mollica, in this issue; Mr. 
Mollica does not recall being consulted. 

Response to Question 3 . In his interview with the staff of the Permanent Subcommittee 
on Investigations, Mr. Ober indicated that he had been satisfied that the $20 million coming into 
the Bongo accounts originated from proceeds from a private oil transaction. Mr. Ober told the 
PSI staff that although he did not have specific documentation of the underlying transaction, he 
knew from his colleagues in Gabon and fix)m other reliable sources that President Bongo had 
private oil investments in South Africa, and that the $20 million was related to those 
investments. At the time, Mr. Ober did not believe that he needed more specific information. 

We have not located any documents within the Private Bank that provide more detail regarding 
the referenced deposits. 

Response to Question 4 . In late 1997, Salim Raza, the Global Market Manager of the 
Private Bank’s Emerging Markets Department, made a decision to exit the Private Bank’s 
relationship with the Sanis. Michael Mathews, who had been the relationship manager while in 
London, and Naveed Ahmed, the relationship manager at the time of the decision, undertook to 
contact Mohammed Sani beginning in January 1998 to discuss an exit strategy. Efforts to contact 
Mohammed Sani were made throughout early 1998, but were unsuccessful until April, when Mr. 
Mathews spoke to him, and again in May, when he was reached by Mr. Ahmed. In these 
conversations they discussed with Mohammed Sani the termination of the relationship in general 
terms. However, further communication with Mohammed Sani to develop a specific plan for 
implementing the account closure was frustrated by the death of his father. President Sani 
Abacha, on June 8, 1998. 

The Private Bank was not successful in communicating with Mohammed Sani again until 
after September 10, 1998, when he sent the four instructions, by facsimile, to remit funds from 
his account as specified in your Question 5. Mohammed Sani’s instructions contained a 
telephone number that Mr. Ahmed was able to use to reach him and confirm his instructions, as 
required by bank procedures. Mohammed Sani’s written instructions did not state that they were 
“urgent” and Mr. Ahmed does not recall that the client asked that his instructions be 
implemented on an urgent basis in their subsequent telephone conversation. Implementing these 
instructions rapidly was consistent with the Private Bank’s decision, made months earlier, to exit 
this relationship as quickly as possible. 
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During this conversation, Mr. Ahmed also inquired about remittance instructions for the 
balance of funds in the account. Mohammed Sani told Mr. Ahmed that remittance instructions 
for the balance would follow shortly. On October 15, 1998, the Private Bank received 
instructions from Mohammed Sani widi respect to the remittance of USD 2.5mm. These 
instructions were confirmed by Mr. Ahmed in a telephone conversation with the client and the 
funds were transferred as directed. Subsequent efforts to contact Mohammed Sani were 
unsuccessful. 

Response to Question 5 . The instructions for remittance of the $39 million transferred on 
September 15, 1998, came from Mohammed Sani. He instructed that the transfers be made in 
four amounts and he identified the institutions accounts into which he wanted the specific 
amounts transferred. His instructions did not explain why there were four transfers or why two 
amounts were sent to the same account. 

Response to Question 6 . The Private Bank’s London office learned that the father of 
Ibrahim and Mohammed Sani was the head of state at around the time General Sani Abacha 
became head of state in November 1993. 

Re.sponse to Question 7 . Alain Ober opened two special name accounts for Ibrahim and 
Mohammed Sani in New York. The first account, Gelsobella, was opened in October 1992 and 
the second, Chinquinto, was opened in November 1994, following an attempted fraud on the 
Gelsobella account. In addition to the Sani brothers, Yaya Abubakar was a signatory on these 
accounts. After the opening of Chinquinto, Gelsobella was dormant; following the death of 
Ibrahim Sani in January 1996, both accounts remained dormant until they were closed in October 
1997. Mr. Ober was the private banker responsible for these two New York accounts and is not 
familiar with any other Citibank accounts held by the Sanis. 

In late 1995 or early January 1996, Mr. Ober learned that the Sani brothers were the sons 
of General Sani Abacha, who had become the military ruler of Nigeria the year after the Sani 
brothers opened the Gelsobella account. Mr. Ober recalls conferring at that time with his then- 
supervisor, Salvatore Mollica, about a strategy for closing these accounts. (Mr. Mollica does not 
dispute that this conversation occurred, but he does not recall it.) Because confidentiality 
appeared to be important to the Sanis, Mr. Ober believed that informing the Sanis they could no 
longer keep their accounts as special name accounts, but rather, had to hold the accounts in their 
own names, would result in a decision by the Sanis to close their accounts altogether. On 
January 17, 1996, before this strategy could be implemented, one of the account holders, Ibrahim 
Sani, died in an airplane crash. 
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Mr. Ober believed that it would be difficult to obtain the documentation required to 
remove the recently-deceased Ibrahim Sani from the Gelsobella and Chinquinto accounts, which 
was a prerequisite to conducting any transactions on the accounts, including closing them. 
Accordingly, he determined that it would be unwise to initiate the account closing strategy 
described above until he had secured Mohammed Sani’s cooperation in providing the required 
documentation. Mr. Ober did not receive a copy of Ibrahim Sani’s death certificate and other 
necessary documentation from Mohammed Sani imtil September 1 996 (see CSOO 1 985), which he 
then provided to Citibank’ s Estate Unit for use in processing the removal of Ibrahim Sani from 
the Gelsobella and Chinquinto accounts. See CS007491. Mr. Ober indicated to the Estate Unit 
that the clients wanted to resume activity in these accounts, which bank policy precluded until 
Ibrahim was removed from the accounts. Id- Mr. Ober reported this client intention to the Estate 
Unit because he hoped that if the Estate Unit believed this to be the case, it would act promptly. 

The Estate Unit was not satisfied with copies of the death certificate and asked Mr. Ober 
to supply an original, which he sought from Mohammed Sani in November 1996 (CS001985). 
Expecting that the original may not be forthcoming, Mr. Ober, at the same time, sought from the 
Estate Unit a waiver of the requirement for an original death certificate. Sse CS00748 1 . Mr. 
Ober believed his waiver request had been granted (id-) and awaited the documentation that 
Ibrahim Sani had been removed from the accounts. In March 1997, however, the Estate Unit 
made another request for documentation, including a request for a certified true copy of Ibrahim 
Sani’s death certificate (CS007484). Mr. Ober provided a prompt response (CS007481-2). 
Ibrahim Sani was removed from the accounts in March 1997. See, e.g. . CS002041. 

Mr. Ober recalls that at some point during the same time period, and likely following the 
eventual removal of Ibrahim Sani from the Gelsobella and Chinquinto accounts in March 1997, 
he reached Mohammed Sani in London and informed him that the accounts could no longer 
continue as special name accounts. As expected, Mohammed Sani determined to close these 
accounts altogether. The accounts were closed later that year, in October 1997. 

Response to Question 8 . Shortly before the PSI hearing, the press reported that the Swiss 
Federal Attorney had seized accounts belonging to General Abacha and his relatives at several 
banks in Switzerland. The Minority Staff asked whether there were any Citibank accounts in 
Switzerland that had been seized or frozen by the Swiss Federal Attorney, and we informed the 
staff that no Citibank account had been seized or frozen by the Swiss Federal Attorney. As 
requested. Citibank also confirms that it has had no bank accounts in Switzerland on behalf of 
General Abacha or his family. 
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Response to Question 9 . The directive to which the question refers is not permitted under 
current Citibank policies. 



Jane C. Sherburne 
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‘EniKd States Senate 

COMMlTTge ON 
GOVERNMENTAL AFFAIRS 
WASHINGTON, DC 20510-6250 


November 24, 1999 

Mr. John Reed 
Co-Chairman 
Citigroup, Inc. 

153 E. 53'''^ Street, 4* Floor 
New York, New York 10043 

Dear Mr. Reed: 

Thank you, again, for appearing at our hearings oil'Rrivate Banking and Money 
Laundering. Enclosed are the post-hearing questions I would like to have answered to complete 
the hearing record. The answers should be provided on behalf of Citibank as a whole and be 
based on all of the infonnation available to Citibank. 

It would be most helpful if the answers to these questions could be received by Monday, 
December 6'^. 

Thank you for your assistance. 


THADCOChRAN, ^ 

jrlsn specter, p 

JunOCSEGG, ^i£V' 


E. CHAIRMAN 




.IE8E.RMAN. CONNECTICUT 
N. AtlO^GAN 
OAiViEl AKAiCA, HAWftB 
fitCMAPD J DuRaiN. IIUNOS 
ROSEFiTG TOaRICeULI. NSWJERSEV 
MAX CIELA.VO. GEORGIA 
JOHN ECWABOS. NORTH CAROUNA 


Sincerely, 


dds£~ 

Carl Levin 

Ranking Minority Member 
Peraianent Subcommittee on Investigations 


CL:ljg 

Enclosure 

cc: The Honorable Susan Collins 
Chairman 

Permanent Subcommittee on Investigations 
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POST HEARING QUESTIONS 
CITIBANK 


(1) Piease identify any disciplinary actions tliat have been taken syith respect to Citibank 
private bank personnel since 1 992, in response to poor audit results, the Salinas, Zardari, Bongo 
or Abacha accounts, or any failure to follow Citibank policies with respect to due diligence and 
anti-money laundering programs. In. each instance, please identify the name and job title of the 
private bank employee involved, the year action was taken, the basis for the action, and the 
nature of the disciplinary action taken such as a reprimand, pay reduction, demotion or 
termination. 

(2) Internal private bank documentation indicates that $1.9 million deposited into the 
Bongo accounts in December 1996, were Gabon treasury funds and that some private bank 
personnel raised “compliance concerns” about accepting them. PC7067-68] Please describe 
what steps were taken within the private bank to address these compliance co.ncerns, how they 
were resolved, the rationale for accepting the deposit, aiid,.the name and job title of the highest 
level private bank manager and compliance officer involved in the decision making. 

(3) fiitemal private bank documentation describes $20 million in Bongo account deposits 
during early 1997 as proceeds from oil investments in South Africa [X4314, X7065], but Mr. 
Ober indicated in an interview that he obtained no information on the nature of the oil 
investments, the oonipanies involved, the particular transactions, or why they resulted in multiple 
payments in varying amounts from Swiss banks. Please provide any additional information that 
the private bank has about these 1997 deposits. 

(4) In September 1998, the credit committee in the Citibank private bank’s London office 
approved a $39 million overdraw on a call account belonging to the sons of General Sani 
Abacha. [CS3360] The document seeking approval states, “The client has requested the 
remittance of these funds urgently.” 

(a) During the hearing, after several attempts to determine whether Citibank or the 
Abacha sons initiated the transfer of the $39 million, Mr. Reed asked the private bank 
compliance head Mark Musi, “Mark, did we ask them to move this money?” Mr. Musi 
replied, “We had already contacted the clients and informed them of our exit strategy.” 
Mr. Musi’s reply was not a direct response to Mr. Reed’s question. Please answer Mr. 
Reed’s question with a “yes” or “no.” 

(b) If the answer is “yes,” please identify by name and job title the private bank 
employees who asked the Abacha sons “to move this money,” and the basis for selecting 
the amount of $39 million, when the underlying time deposit was for $42 million. 

(c) What was the basis for the document’s statement that the client had made an “urgent” 
request to remit the funds? If the bank initiated the transfer, why did this document say 
die transfer w'as being made at the request of the client? Why was the transfer urgent? 
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(5) The $39 million was transferred from the private bank London accounts on September 
15. 1998, in four separate transfers; (i) S7.9 million to Chase Manliattaii Bank New York in 
favor of CISC Bank and Trust. “FFC A/C 22-25018"; (ii) $10.2 million to the same account; (lii) 
$12 million to Citibank London in favor of Geneva Private Bank and Tmst, “FFC A/C 100.230”; 
and (iv) $9 million to Citibank London in favor of Geneva Private Bank and Trust, “FFC A/C 
300,450.” [CS2995-96] Please describe who determined to transfer the $39 million in four 
amounts; why there were four transfers; who were the beneficiaries of the transfers; and why two 
amounts were sent to the same account. 

(6) Mr. Ober testified at the hearing that he discovered his clients’ father was General 
Abacha, the Nigerian head of state, “a few weeks before the death of Ibrahim Sani” on January 
17, 1996. When did the private bank’s London office learn the clients’ father was the head of 
state? 

(7) Mr. Ober testified that when he learned in January 1 996 that his clients’ father was 
General Abacha, “You know, I was appalled .... And then we developed a strategy to close the 
account.” He testified, “I developed the strategy with my supervisor that we would tell the 
surviving account holder ... that the account could not continue under a special name account. It 
would have to show their true name ... which we were convinced will trigger the answer ... I 
don’t want an account that shows my name,’” 

(a) Please identify the supendsor referred to by Mr. Ober in this testimony. 

(b) Mr. Ober testified about a “strategy to close the account,” but Citibank documents 
indicate that Mr. Ober took actions throughout 1996 to keep the two New York special 
name accounts open. For example, Mr. Ober sent an August 21, 1996 letter offering the 
accountholders the opportunity “to continue with both accounts [CS19S6]; stated in an 
internal September 13, 1996 memorandum, “[o]ur clients want to resume business soon 
and would want to add a new third signer to their account” [CS7491]; and sent a 
November 15, 1996 letter to Mohammed Abacha about the accounts stating. “I hope to 
hear from you soon.” [CS 1 985] A November 24, 1996 letter from Mohammed Abacha in 
response asked Mr. Ober to add Abba Abacha as a “replacement” account signatory [CS 
1975]. Client profiles prepared by Mr. Ober in June and July 1997 for both accounts do 
not mention an account closing strategy, and neither account was closed until October 
1997. [CS1900; September 27, 1999 letter by Citibank’s legal counsel]. Please explain 
how these documents are consistent with Mr. Ober’s testimony at the hearing. 


(c) Please describe what steps were taken to implement the account closing strategy 
described by Mr. Ober at the hearing and the approximate date that any such steps were 
taken. Please produce any documentation evidencing this account closing strategy. 
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(8) Please confirm the infoimation provided at the time of the hearing on a preliminarv 
basis that Citibank has had no bank accounts in Switzerland on behalf of Genera! Abacha or his 
family. 


(9) Mr. Misan testified that he was instructed by his superiors not to supervise certain accounts 
that were handled by privfate bankers whom he supervised as Mexico Country Head. 

(a) Is such a directive still allowable under current Citibank policies? 

(b) If so, what were and now are the criteria, if any, for the issuance of such a directive? 

(c) WTiat alternative supervisory mechanisms were and now are required to be in place if 
such a directive is issued? 

(d) How many accounts and country heads have operated and now currently operate 

under such a directive? I 
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Comptroller of the Currency 
Administrator of National Banks 


Washington, DC 20219 


December 14, 1999 

Mr. K. Lee Blalack, II 
Chief Counsel & Staff Director 
Permanent Subcommittee on Investigations 
Committee on Governmental Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Blalack: 

Thank you for the opportunity to testify before the Permanent Subcommittee on Investigations 
on money laundering and private banking. As requested in your letter of December 2, 1 999, 
enclosed please find responses from the Office of the Comptroller of the Currency to your 
question to complete the hearing record. 

If we can be of fiirther assistance, please contact Carolyn Zeul McFarlane, Director for 
Congressional Liaison, at (202) 874- 4840. 


Sincerely, 



Ralph Sharpe 
Deputy Comptroller 
Community and Consumer Policy 


Enclosure 
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Post Hearing Question from the Permanent Subcommittee on Investigations 

1. The regulators have been very concerned about private bank vulnerability to 

money laundering in recent years. What steps have you taken to watch out for the 
same problem in commercial banking? 

Anti-money laundering is a priority for the OCC, and we have undertaken a 
number of initiatives to strengthen our supervision in this area. 

The OCC conducts regularly scheduled comprehensive Bank Secrecy Act (BSA) 
and anti-money laundering examinations of national banks that address all aspects 
of banking operations, including commercial activities. These exams are 
conducted to evaluate whether national banks have systems and controls in place 
to detect and report suspicious activity, comply with existing BSA requirements, 
establish account opening and monitoring standards and other such mandates. 
Towards that end, the OCC uses three examination approaches: 

• In large banks (more than $1 billion in assets), OCC examiners review the 
bank’s BSA compliance program. We review the bank’s internal controls, 
policies, procedures, training programs and audits. In reviewing a bank’s 
audit program, examiners test the scope and accuracy of the audit. Additional 
procedures, including transactional testing, are performed if deficiencies are 
noted in the bank’s compliance program. 

• For community banks, examination procedures direct OCC examiners to 
perform transaction testing at every examination. Examiners are directed to 
review bank reports designed to identify unusual activity. As warranted, the 
examiner will gather and review account statements and other documentation 
to verify unusual activity. 

• In banks targeted for expanded BSA/anti-money laundering examinations, 
OCC examiners select high-risk accounts for review. Examiners review 
several months of activity in these accounts to identify unusual activity and 
evaluate the banks systems and controls to prevent and detect money 
laundering. If problems are identified in any of the banks, examiners are 
directed to conduct specific transaction testing. 

If the OCC identifies significant problems or weaknesses in BSA compliance and 
money laundering controls at a bank during the above processes, it will take 
appropriate action to ensure that the problem is corrected, including referrals to 
FinCEN and use of our enforcement authority. 

To coordinate efforts to address the risks posed by money laundering, the OCC 
formed an internal task group called the National Anti-Money Laundering Group 
(NAMLG) in 1997. The Group is the OCC’s focal point for BSA/anti-money 
laundering supervision. 


1 
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NAMLG’s responsibilities include: 

• Developing ways to identify and target banks that may be vulnerable to 
money laundering; 

• Developing additional examination procedures for emerging risk areas 
such as private banking and overseas offices of national banks; 

• Developing enhanced BSA/anti -money laundering training for examiners; 

• Sharing information concerning emerging risks, best practices and 
changes in BS A/anti-money laundering procedures and policies with 
examiners and bankers; 

• Promoting cooperation and information-sharing with national and local 
anti-money laundering groups, the law enforcement community, bank 
regulatory agencies and the banking industry. 

The NAMLG targets banks for examination by using a filtering process to capture 
unusual currency flows, suspicious activity reporting patterns, high-risk accounts 
and other criteria. Once a target list is compiled, specific banks are selected for 
expanded scope examinations. The examination teams usually include an anti- 
money laundering expert from headquarters and a district fraud specialist. The 
banks are examined using expanded scope procedures focused on the higher-risk 
activities of the bank. For example, if our filtering process discovered a bank 
with unusually high currency activity in a high intensity drug trafficking area and 
the bank had not filed any suspicious activity reports (SARs), the examiners 
would pursue the anomaly. The OCC also conducts examinations of banks, or 
specific accounts, based on law enforcement leads. Since 1997, the NAMLG 
targeting program has resulted in fifteen expanded scope examinations. These 
examinations resulted in a number of actions to prevent money laundering. The 
OCC plans to conduct nine more target exams in calendar year 2000. 

The OCC has augmented its Washington policy staff with three experienced hires 
who have extensive experience in the BSA and anti-money laundering efforts. 
Also, the OCC has designated fraud specialists in each district office who are 
heavily involved in anti-money laundering activities. This fraud cadre was 
recently expanded with two specialist who focus on large banks. In 1998, the 
district fraud specialists were granted access to Treasury’s SAR System and 
Currency Banking and Retrieval System (CBRS). These systems house all the 
suspicious activity reports, currency transaction reports (CTRs) and other reports 
required by the BSA. This access allows our fraud specialists to enhance 
examinations of specific banks. In fact, the OCC uses the SAR and CTR database 
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to identify high-risk banks and accounts for further review during targeted 
examinations. The database can also provide information on customers that 
engaged in suspicious activity at other banks. 

Since early 1999, the OCC has collaborated with FinCEN and the IRS Detroit 
Computing Center to develop enhanced access and data manipulation of the SAR 
and CBRS databases. This project allows OCC employees to download data on 
CTRs and SARs for preplanning and conducting BSA/anti-money laundering 
examinations. To date, the OCC has 88 employees trained to access these 
systems. The Detroit Computing Center (DCC) is working on programming to 
enable OCC personnel to directly download pertinent data. Until such access is 
completed, DCC is downloading the data and providing it on disk or via e-mail. 

The OCC is also working to develop better ways of exploiting FinCEN’s 
“artificial intelligence” capabilities to target banks that may be vulnerable to 
money laundering and improve our BSA/anti-money laundering examination 
process. 

Looking to the future, the Administration recently released its Congressionally- 
mandated National Money Laundering Strategy for 1999. The Strategy includes a 
number of specific objectives aimed at enhancing the ability of law enforcement 
and the regulatory agencies to combat money laundering. The OCC is working 
actively with the Treasury Department, the DOJ and other law enforcement and 
regulatory agencies to fully implement the Strategy on a timely basis. 
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Comptroller of the Currency 
Administrator of National Banks 

Washington, DC 20219 

December 14, 1999 

The Honorable Carl Levin 

Ranking Minority Member 

Permanent Subcommittee on Investigations 

Committee on Governmental Affairs 

United States Senate 

Washington, D.C. 205 1 0 

Dear Senator Levin: 

Thank you for the opportunity to testify before the Permanent Subcommittee oil Investigations 
on money laundering and private banking. As requested in your letter of November 24, 1999, 
enclosed please find a response from the Office of the Comptroller of the Currency to your 
questions to complete the hearing record. 

If we can be of further assistance, please contact Carolyn Zeul McFarlane, Director for 
Congressional Liaison, at (202) 874- 4840. 


Sincerely, 



Ralph Sharpe 
Deputy Comptroller 
Community and Consumer Policy 


Enclosure 
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Post Hearing Questions from the Permanent Subcommittee on Investigations 

L Citibank private banker Alain Ober testified at the hearing that, in the years he 

handled the Bongo accounts, he never directly asked President Bongo about the 
source of millions of dollars in deposits because such questions would be “very 
awkward. ” Does this approach, which omits direct client verification of account 
information, constitute adequate due diligence? 

No. The OCC requires banks to establish and maintain adequate internal controls 
to comply with the suspicious activity reporting regulations of 1 2 CFR 21.11 and 
31 CFR 103.21. Since due diligence is a fundamental component of internal 
controls for purposes of suspicious activity reporting, banks should understand a 
customer’s source of wealth and coimnensurate account activity. Failure to ask 
awkward questions about highly unusual transactions outside a customer’s normal 
range of activity is not an acceptable practice, particularly with regard to high-risk 
accounts. 

2. In light of information indicating that $1.9 million deposited into the Bongo 
accounts in December 1996, were Gabon treasury funds, what is the position of 
the OCC on whether Citibank's due diligence review of the deposit was adequate 
and whether Citibank should have accepted it? 

When the OCC first examined this account, we concluded that Citibank had not 
adequately documented Bongo’s source of wealth. After further inquiries 
prompted by OCC’s examiner, bank management stated both orally and in writing 
that Bongo was entitled to receive funds from the Gabon government. If the bank 
had applied more stringent due diligence standards to the account or more 
carefully questioned the information it received after further inquiry, perhaps the 
deposit would have been questioned sooner or even refused. 

3. In light of information indicating that, contrary to an April 1997 Citibank 
memorandum, no Gabon budget has provided $111 million or a similar sum for 
President Bongo 's personal use, what is the position of the OCC on the adequacy 
of Citibank's documentation of the source of funds in the Bongo accounts? 

While it was not standard industry practice to document source of funds when the 
account was opened 15 years ago. Citibank’s subsequent internal policy required 
documented source of funds for existing private banking clients. As a result, the 
bank should have acquired this information. Information developed subsequent to 
OCC’s examination of this matter appears to contradict Citibank’s April 1997 
memorandum and supports the conclusion that Citibank did not adequately 
document President Bongo’s source of funds. 

4. In light of information indicating that about $20 million in Bongo account 
deposits during early 1997 were described by the private hank as proceeds from 
oil investments in South Africa, but no information was obtained on the nature of 
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the investments, the companies involved, the particular transactions, or they 

resulted in multiple payments in varying amounts from Swiss banks, what is the 
position of the OCC on whether Citibank’s due diligence review of these deposits 
was adequate and whether Citibank should have accepted them ? 

As indicated above, Citibank’s own internal policy for accepting clients strongly 
suggests that it could have done more to document Bongo’s source of funds, 
including those attributable to oil investments. 

5. In light of information indicating that, in April 1997, French magistrates were 
conducting a criminal investigation into bank accounts linked to President Bongo 
and Swiss magistrates had ordered these accounts frozen, what is the position of 
the OCC on whether Citibank performed an adequate due diligence review of 
these legal proceedings and whether Citibank made the correct decision in 
October 1997 to keep the Bongo accounts open? 

The OCC imderstood that the criminal investigation was against Elf Oil-Gabon. 

At that time, there was no indication that President Bongo or his accounts were 
directly related to the investigation. If Citibank knew, or had reason to know, that 
this investigation was directed at President Bongo and/or his account holdings, the 
bank should have conducted additional due diligence. 

6. Did Citibank make any mistakes in how it handled the Bongo accounts in 1997, or 
in responding to the OCC's 1997 review of these accounts? 

Citibank clearly failed to document Bongo’s source of wealth prior to our 
examination. Subsequently, the bank failed to validate its representation to us that 
President Bongo’s source of wealth was 8.5% of the Gabon budget. The bank 
also failed to gather and provide detailed information on Bongo’s oil interest 
wealth. 

7. Did the OCC make any mistakes in its 1997 review of the Bongo accounts? What 
if anything, would the OCC do differently? 

The OCC inquired vigorously into the Bongo matter. We had one of our most 
experienced Bank Secrecy Act compliance examiners handle the matter. At his 
request, the bank provided information, both orally and in writing, regarding the 
source of wealth of the account. While it is always possible to look back with the 
benefit of additional time and information, we are satisfied that, based on the 
information reasonably available at the time, our examiner arrived at reasonable 
conclusions as to whether the bank was under an obligation to file a suspicious 
activity report (SAR). 

8. If an OCC examiner were today to determine that a private bank was accepting 
funds from a foreign government official and the funds appeared to be the 
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proceeds of foreign corruption, such as misappropriation of government funds or 
bribery, what should that examiner do? 

The examiner should first discuss the matter with OCC counsel and management. 
While the facts may not indicate a violation of U.S. law, the OCC would want to 
evaluate the situation to determine whether additional authorities should be 
notified within the bounds of U.S. laws, including the Right to Financial Privacy 
Act. In such a situation, the OCC would contact various law enforcement 
agencies such as the Department of Justice, FBI, U.S. Customs, Internal Revenue 
Service (Criminal Investigation Division), FinCEN, State Department and 
Interpol. Based on a discussion with these agencies, we would determine the 
appropriate course of action. 

The OCC could also bring the matter to the attention of the bank for consideration 
of elevated account monitoring or other action. The OCC would want to ensure 
that sufficient policies and procedures were in place to avoid potential reputation 
loss and government sanctions that can arise from the flow of illegally derived 
funds into a bank. The OCC could also instruct the bank to file a suspicious 
activity report. 

9. Does the OCC support adding foreign corruption crimes, including government 

fraud, bribery of a public official, and misappropriation, theft or embezzlement of 
public funds, to the list of specified unlawful activities required for a money 
laundering offense in the United States? 

The OCC supports augmenting the list of specified unlawful activities in the 
money laundering statutes. Foreign persons who seek out our banking system to 
secure wealth derived from government fraud, bribery, theft, embezzlement and 
other forms of foreign corrupt practices should be subject to criminal sanctions for 
money laundering in the United States. 
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Senate Peringnan! SuboommiSfle 

BOARD OF GOVERNORS gj, Investigations 

OF THE 

I KCJsbKVC 

WASHINGTON, D. a 20551 


DIVISION OF BANKING 
SUPERVISION AND REGULATION 
TELEPHONE: (202) 452-5235 
FACSIMILE; (202) 736-5641 


January 7, 2000 


K. Lee Blalack, II 

Chief Counsel & Staff Director 

Permanent Subcommittee on Investigations 

Committee on Governmental Affairs 

United States Senate 

Washington, D.C. 20510-6250 

Dear Lee: 

I write in response to your ietter to Chairman Greenspan of December 2, 1999, in 
which you have posed additional questions as a result of the hearing on Private 
Banking and Money Laundering that took place in November of last year. 

Enclosed please find my written response to your questions. If you or your staff 
should have any further questions, please do not hesitate to contact me. 



Enclosure 


Richard A. Small 
Assistant Director 
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POS i HtAKlNG QUESTIONS 

1 . Can you verify a statement from the Federal Reserve’s Examination Report 
regarding the management of the Private Bank at Citibank? 

The following statement appeared in the Inspection Report of Citicorp as of 
September 30, 1998. This report was provided to Citicorp in January of 1999. 
The statement, in its entirety, is as follows: "Management has demonstrated that 
it is committed to achieving its goal of changing the culture of the Private 
Banking Group {"PBG") and creating a well-integrated global risk management 
and internal control structure. Significant progress has been made in correction 
control deficiencies noted at the prior inspection, including those in Switzerland, 
the Value Investment Portfolio Selector Fund, the PBG New York Investment 
Advisory unit and KYC compliance. Nevertheless, management must continue 
to monitor the PBG corrective action plan including those control initiatives that 
are already being implemented, such as self-testing routines in PBG entities, the 
client investment objective policy, KYC profile upgrades, the transaction 
monitoring system and the global client monitoring system. Management should 
also continue to provide quarterly status reports to the Audit Committee." 

2. The regulators have been very concerned about private bank vulnerability 
to money laundering in recent years. What steps have you taken to watch 
out for the same problem in commercial banking? 

As set forth in my prepared statement to the Subcommittee, the Federal Reserve 
places a high priority on participating in the government’s efforts designed to 
attack the laundering of proceeds of illegal activities through financial institutions. 
Over the past several years, the Federal Reserve has been actively engaged in 
these efforts by, among other things, redesigning the Bank Secrecy Act 
examination process, developing anti-money laundering guidance, regularly 
examining the institutions we supervise for compliance with the Bank Secrecy 
Act and relevant regulations, conducting money laundering investigations, 
providing expertise to the U.S. law enforcement community for investigation and 
training initiatives, and providing training to various foreign central banks and 
government agencies. All of these efforts apply to all of the organizations 
supervised by the Federal Reserve. 

3. Under the financial modernization legislation . . . what are the Fed’s plans 
for making sure that there are effective anti-money laundering programs 
throughout the financial holding company, not just the bank? 

Under the newly enacted law, the Federal Reserve is limited to directly 
supervising only the holding company of a financial holding company that has 
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functionally regulated subsidiary securities or insurance companies. Therefore, 
as a general proposition, we will be relying on the functional regulators of the 
insurance and securities companies to ensure that these companies establish 
and maintain adequate anti-money laundering policies and procedures. Should 
the holding company make the determination to maintain anti-money laundering 
policies and procedures at the holding company level then the Federal Reserve 
will review the effectiveness of these policies and procedures. Should, however, 
these policies and procedures be maintained at the insurance or securities 
company level, the Federal Reserve, as the umbrella supervisor, will work with 
the functional regulator to assess the effectiveness of the policies and 
procedures. 
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BOARD OF GOVERNORS 



WASHINGTON. D. C. 20551 


DIVtSiON OF BANKING 
SUPERVISION AND REGULATION 
TELEPHONE; (202) 452-5235 
FACSIMILE: (202) 736-5641 


January 7, 2000 


The Honorable Carl Levin 

Ranking Minority Member 

Permanent Subcommittee on Investigations 

Committee on Governmental Affairs 

United States Senate 

Washington, D.C. 20510-6250 

Dear Senator Levin: 

Thank you for allowing me to participate in your recent hearings on Private 
Banking and Money Laundering, on behalf of the Board of Governors of the Federal 
Reserve System. 

In response to your letter of November 24, 1999, 1 have enclosed answers to the 
post-hearing questions you have posed. 

If you or your staff should have any further questions, please do not hesitate to 
contact me. 



Richard A. Small 
Assistant Director 


Enclosure 
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POST HbARlNG Uutb j lUNo 

1. Under what circumstances are U,S. banks expected to file a Suspicious 
Activity Report on activities which occur outside the United States? What 
about transactions that primarily involve foreign jurisdictions but have 
some nexus with the United States? 

There is no hard and fast rule regarding the filing of Suspicious Activity Reports 
by U.S. banks for activities that occur outside the U.S. U.S. banks that operate 
in foreign jurisdictions are encouraged to adhere to the laws of the local 
jurisdiction as they relate to the reporting of suspicious transactions. 

Additionally, the Federal Reserve has provided guidance that indicates that if 
suspicious activity that occurs outside of the U.S. has some nexus to the U.S. or 
has an impact on the banking organization’s U.S. operations, a Suspicious 
Activity Report should be filed, in contrast, if the suspicious activity that occurs 
outside of the U.S. is wholly loca! in nature, there is no need to file a Suspicious 
Activity Report. 

2. [With regard to the Zardari accounts at Citibank] Did the SAR filing comply 
with the regulation? What supervisory actions are available under 12 CFR 
208.62(i) to penalize or prevent untimely SAR filings? Did the Federal 
Reserve take any action against Citibank with respect to the filing of the 
Zaradari SAR? If not, why not? 

As was stated in my prepared remarks before the Subcommittee, the Federal 
Reserve is not the primary supervisor of Citibank. The Office of the Comptroller 
of the Currency is the primary supervisor and, therefore, any matters related to 
the filing of SARs by Citibank would be the responsibility of the OCC. 

For institutions that the Federal Reserve has primary responsibility, as a general 
proposition, we review and assess an institutions policies and procedures with 
regard to the identification and reporting of suspicious transactions, as opposed 
to, for instance, reviewing every SAR filing to determine if, in our opinion, the 
filing was not timely. If there was a determination that a SAR filing was 
purposefully delayed to thwart law enforcement efforts or mislead the Federal 
Reserve then we would have available all of our enforcement powers, such as a 
cease and desist order and civil money penalties, to address the matter. 
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3. [With regard to Paulina Salinas] Did [the information contained in a SAR 
filing] comply with the regulatory standards and guidance relating to the 
completeness and accuracy that applied to the filing of a criminal referral? 
Did the Federal Reserve take any action against Citibank with respect to 
the filing of the Salinas criminal referral? If not, why not? 

As stated above, The Office of the Comptroller of the Currency is the primary 
supervisor of Citibank and. therefore, any matters related to the filing of SARs by 
Citibank would be the responsibility of the OCC. 

The primary function of a SAR is to provide information to law enforcement so 
that law enforcement has sufficient information to determine if an investigation is 
warranted. As stated above, the Federal Reserve reviews and assesses an 
institutions policies and procedures with regard to the identification and reporting 
of suspicious transactions. Without conducting an exhaustive investigation with 
regard to each SAR that is filed (in 1999, over 120,000 SARs were filed) it would 
be very difficult to determine if information that was known to the filing institution 
was not conveyed on the SAR and if the missing information was material. 
However, if there was a determination that material information had been 
purposefully omitted from a SAR filing then we would have available all of our 
enforcement powers, such as a cease and desist order and civil money 
penalties, to address the matter. 

4. Has the Federal Reserve taken any supervisory actions under 12 CFR 
208.62(1) with respect to any private bank? 

Over the past 10 years, the Federal Reserve has issued over 20 cease and 
desist orders requiring institutions to correct violations of the Bank Secrecy Act 
and the Federal Reserve’s rules relative to the Bank Secrecy Act, including the 
reporting of suspicious transactions. For the most part, the violations were the 
result of the institution's failure to have adequate policies and proced,ures 
designed to identify suspicious transactions. For purposes of enforcement 
actions issued by the Federal Reserve, there is no distinction made between a 
"private bank" and the rest of the institution. 

5. What problems do secrecy jurisdictions pose to effective regulatory 
oversight? How are you attempting to correct the problems that secrecy 
jurisdictions pose to effective regulatory oversight? 

As was stated in my prepared remarks, A primary obstacle to our supervision of 
offshore private banking activities by U.S. banking organizations is our inability to 
conduct on-site examinations in many offshore jurisdictions. While it appears 
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that nearly all institutions that we supervise have adequate anti-money 
laundering policies and procedures, our examination process is most effective 
when we have the ability to review and test an organization’s policies and 
procedures. Secrecy laws in some jurisdictions limit or restrict our ability to 
conduct these on-site reviews or to obtain pertinent information. However, a 
number of offshore jurisdictions are currently preparing for on-site examinations 
by home country supervisors. This effort is being led in large part by members 
of the Basle Committee on Banking Supervision and the Offshore Group of 
Banking Supervisors of which the Federal Reserve participates as a member of 
both organizations. A report issued by these two groups in 1996 stated that: 
"While recognizing that there are legitimate reasons for protecting customer 
privacy . . . secrecy laws should not impede the ability of supervisors to ensure 
safety and soundness of the international banking system." 

6. [With regard to Mr. Reed’s comments] If you believe that you are precluded 
from fully meeting your regulatory obligations please explain why you 
permit U.S. banks to operate in these secrecy jurisdictions? 

As is set forth in the response to the previous question, the most effective means 
by which to determine the adequacy of anti-money laundering programs is by on- 
site examinations. However, in most instances, when on-site examinations are 
not available, we have been able to make determinations regarding the 
adequacy of anti-money laundering programs by other means. The Federal 
Reserve has, on several occasions through our examination process, raised 
concerns regarding the offshore operations of a U.S. bank when it has been 
determined that the offshore operations may have an adverse impact on the 
safety and soundness of the bank. 

7. Does the Federal Reserve support adding foreign corruption crimes, 
including government fraud, bribery of a pubiic officiai, and 
misappropriation, theft or embezzlement of public funds, to the list of 
specified unlawful activities required for a money laundering offense in the 
United States? 

The Federal Reserve has continually supported efforts to better and more 
effectively attack money laundering activities. We would defer to the law 
enforcement authorities who would be better positioned to make a determination 
as to the viability and effectiveness of money laundering violations using the 
delineated activities. 
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Senate Pwmanent Subcanunlitea 
on invesBoationa 

EXHIBIT # 2 9 

CITIBANK’S COMMENTS ON THE MINORITY STAFF REPORT FOR THE 
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS HEARING 
ON PRIVATE BANKING AND MONEY LAUNDERING 

The Minority StafFReport focuses largely on the the Citibank Private Bank handled 
a few “public figure” clients in the past As the testimony at the Hearing shows, however, none 
of these accounts is active, and the Citibank Private Bank has taken ag^essive action to improve 
its policies, procedures, and systems to ensure that the kinds of issues discussed in the Report do 
not arise. The regulators have approved the Private Bank’s efforts to improve and strengthen its 
anti-money laundering programs. 

It is also important to understand the context of the four Case Histories: public figures as 
a whole represent less than 1 % of the Citibank Private Bank’s clients, and the Private Banlc in its 
entirety accounts for only about 2.5% of Citigroup’s business. Thus the Case Histories in the 
Report reflect past, not current, issues, and in any event have very little to do with the vast bulk 
of the work of the Private Bank (much less Citigroup as a whole). 

Under these circumstances, and in order to avoid further invasion of the financial privacy 
of these clients, the Citibank Private Bank will not respond to the individual Case Histories, 
without in any way conceding that they are accurate. There are, however, some important 
general points that the Private Bank believes should be noted for the record. 
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Citibank’s Interna! Processes Identified Problems and Citibank’s Senior 
Management Corrected Them. As Mr. Reed testified, the control environment in the Private 
Bank in the mid-1990s was not satisfactory; however, Citibank itself identified control problems 
throuffh its own candid and critical internal audits, which are cited in the Report. These audits 
show the strength and independence of Citibank’s internal audit function, which is a critical 
element in the internal control structure of the institution as a whole. Senior management of 
Citicorp, including Mr. Reed, as well as the Audit Committee of the Citicorp Board, was 
concerned about the unsatisfactory audits of the Private Bank in the mid-1990s and took action: 


In January 1996, Mr. Reed appointed Alvaro de Souza as head of the Private 
Bank. Mr. Reed told Mr. de Souza to focus on fixing control issues in the Private 
Bank. Mr. de Souza established a Corrective Action Task Force in the Private 
Bank, appointed a new Compliance head and Chief Legal Officer with mandates 
to focus on control issues, and moved the headquarters of the Private Bank from 
Zurich, Switzerland, to New York City. 

In the spring of 1997, Mr. Reed established the Chairman's Audit Group, which 
he chaired personally, when he became concerned about the implementation of 
corrective action plans in response to unsatisfactory audits. The Chairman’s 
Audit Group met every two weeks to follow up on responses to unsatisfactory 
audits. 

In May 1997, Mr. Reed appointed Shaukat Aziz as head of the Private Bank, and 
as the Minority Staff Report notes, charged him with “improving ... the private 
bank’s ‘lousy audits.' ” 

In September 1997, after extensive consultation with the Federal Reserve and 
other regulators, the Private Bank issued a new Global Know Your Client Policy, 
making know your customer policies uniform throughout the Private Bank. The 
new Global Know Your Client Policy reflected the Fed’s June 1997 guidelines on 
anti-money laundering policy in private banking, the first Fed guidance on this 
topic. The Private Bank also developed compensation policies that rate bankers 
on a variety of factors, including compliance with anti-money laundering and 
other control requirements. 


- 2 - 
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In June 1 998, the Private Bank issued a new, more stringent Global Public Figure 
Policy as part of its continuing efTorts to improve and strengthen its anti-money 
laundering efforts. Under this new policy, public figures are not targeted by the 
Private Bank as new clients. Indeed, “the rare acquisition” of a public figure 
client now requires the approval of the Public Figure Review Committee, which 
consists of the head of the Private Bank and the senior Compliance, Legal, and 
Risk Management officers of the Private Bank. Each existing public figure 
relationship is reviewed annually by the Public Figure Review Committee. As 
Mr. Aziz’s Statement makes clear, under this new policy, the Private Bank has 
declined to accept a number of new' public figure clients. And as the Report 
notes, the Private Bank has “ordered a number of longstanding public figure 
accounts to be closed.” 

By the end of 1 998, the Private Bank had virtually completed a massive updating 
and independent review of its know your customer profiles, for existing as well as 
new customers, and had implements! new anti-money laundering training and 
self-testing programs. The Private Bank in 1998 developed plans and obtained 
third-party bids for new computer programs to compile and review know your 
customer information, and to monitor all transactions of all its clients. Installation 
of these state-of-the-art computer applications began in 1999. 


Citibank’s Private Bank and Its Senior Management Have Taken Effective Steps To 
Ensure that Its Anti-Money Laundering Policies Are Implemented. The Report notes that 
tensions may exist between a private banker’s desire to serve his client and his duty to comply 
with control procedures, including anti-money laundering policies. Citibank’s Private Bank has 
taken appropriate steps to ensure that its private bankers comply with their responsibilities. 


For example, to become a new customer of the Private Bank, a prospective customer 
must — at a minimum — be approved by the private banker’s supervisor; in addition, the 
customer-acceptance process includes an independent review of the know your customer 
information for each customer by quality assurance persomtel. After a client is accepted, the 
private banker, the private banker’s supervisor, and quality assurance persomiel review the know 
your customer information for each client at least once a year to ensure that the information for 

- 3 - 
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that client is current and complete. These stringent know your customer standards apply to 
current customers as well as to new ones; the Private Bank has spent two years and more than 
S50 million to complete over 100,000 know your customer profiles for each of the Private 
Bank’s primary customers, related account holders, authorized signers, and personal investment 
companies. In addition, the new computer program that is being put into place will monitor 
every transaction of every customer and identify for follow-up transactions that are above the 
expected size or number based on the customer’s practice. 

The Private Bank’s anti-money laundering policies and procedures are unifoirn around 
the world, which avoids confusion and facilitates compliance reviews. The Private Bank has 
developed an innovative series of self-tests that allow management and line personnel to validate 
compliance with anti-money laundering pol'^ics and control practices. The Private Bank also 
requires its private bankers to complete additional anti-money laundering training periodically. 

Finally, the Private Bank’s compensation plan rates private bankers on a variety of 
criteria including compliance with anti-money laundering and other control requirements. 
Bonuses have been withheld or reduced for inadequate performance on these matters. In these 
and other ways, the Private Bank creates a culture in which compliance is valued, and has 
“checks and balances” in place to ensure that private bankers understand and follow the Bank’s 
commitment to its anti-money laundering policies. 

The Actions Taken by the Private Bank and Citibank’s Senior Management 
Worked. Although the Private Bank passed only 67% of its audits in 1 996, in 1 998 it passed 
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9 1 %, and in 1 999 (through the third quarter) it passed 1 00% of its audits. Moreover, audits and 
regulatory examinations have a historic focus: they necessarily focus on past — rather than 
current — practices and are therefore a lagging indicator of the quality of control processes. The 
high 1998 pass rate thus reflects progress that was in fact made by 1997. 

The Federal Reserve’s Positive Response to the Private Bank’s Efforts To Improve 
and Strengthen Its Anti-Money Laundering Measures. As the Report notes, the Federal 
Reserve was critical of the Private Bank’s anti-money laundering program in the mid-1990s. But 
the Report fails to discuss the Federal Reserve’s complimentary examination report in January 
1999, in which the Fed reported that the Private Bank’s management “has demonstrated that it is 
committed to achieving its goal of changing the culture of the Private Banking Group and 
creating a well-integrated global risk management and internal control structure. Significant 
progress has been made in correcting control deficiencies noted at the prior examination, 
including those in . . . KYC compliance." 

None of the Case Histories Involves a Client Accepted Under The Private Bank’s 
Current Policies and Procedures. Almost three-quarters of the Report is devoted to four Case 
Histories, each of which involves a public figure client who was accepted five or more years ago, 
and in one case, more than 25 years ago. Each of these public figures became a client well 
before the Federal Reserve’s 1997 guidance on anti-money laundering in private banking, well 
before the revised Citibank Private Bank Know Your Client and Public Figure policies, and well 
before the senior management changes in the Private Bank emphasized the importance of a 
control and compliance culture. None of these case histories involves an active account. 
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Moreover, .there is no allegation by any member of the Subcommittee or its Staff that the Private 
Bank violated the money-laundering statutes in its dealings with these clients. Indeed, as Senator 
Collins emphasized at the Hearings, “the Subcommittee uncovered no evidence that Citibank or 
any other private bank knowingly helped” any public figure “launder dirty money.” 

The Private Bank regrets that the Minority Staff invaded the personal financial privacy of 
these customers by needlessly laying out details of their private financial transactions for public 
scrutiny. It was not necessary to do so in order to raise the policy issues the Staff wished to 
discuss at the hearings. As required by law, Citibank provided information to the Staff, but 
specifically requested that the personal financial privacy of these customers be respected. Even 
though the Case Histories involve events from years ago, Citibank believes that, as Congress has 
just affimred in the Gramm-Leach-Biley Act, “each financial institution has an affirmative and 
continuing obligation to respect the privacy of its customers and the security and confidentiality 
of those customers’ nonpublic information.” 

Personal Investment Companies Are a Lawful and Appropriate Financial 
Management Mechanism Widely Used by Financial Institutions. While the Report criticizes 
the use of off-shore private investment companies (PICs), the Office of the Comptroller of the 
Currency has stated that PICs protect “the legitimate confidentiality and financial privacy of the 
customers who use such accounts,” and the Federal Reserve has recognized that “[mjost banking 
institutions maintain and manage accounts for PICs.” U.S. tax law makes it advantageous for 
foreign citizens who do not reside in the U.S. to hold assets through off-shore PICs; such PICs, 
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when used in conjunction with an off-shore tmst, can also provide significant estate planning advantages. 

The Citibank Private Bank has adopted special policies to ensure that the PICs it 
establishes are used properly. For example, the Citibank Private Bank will not establish an off- 
shore PIC for a U.S. taxpayer without special internal approval and a tax^neutral reason 
supported by a U.S. legal opinion. For U.S. taxpayers, the Private Bank reports the applicable 
tax infomiatioo directly to the IRS. And under the Private Bank’s Global Know Your Client 
Policy, customers who set up PICs must provide infonnation regarding the source of wealth for 
the PIC and the identities of the PIC’s beneficial owners. 
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Raul and Paulina Salinas Relationship 
($M) 



Senate PemisnanE Sytemmitlee 
on Invesfigafens 


EXHIBIT#. 




AUMs' 

CNR^ 

Switzerland^ 

2074 

0.6 

London 

NA 

NA 

New York 

95 

0.3 

TOTAL 

2169 

0.9 




AUMs 

- ■ 1 n -n^ri • r ‘ii — rt- 

CNR 

Switzerland^ 

4479 

9 

London 

23231 

339 

New York 

1130 

11 

TOTAL 

28840 359 



AUMs 

CNR 

Switzerland^ 

22863 

214 

London 

30367 

349 

New York 

1060 

22 

TOTAL 

54290 

585 




AUMs 

CNR 

Switzerland^ 

23695 

334 

London 

22408 

283 

New York 

171 

23 

TOTAL 

46274 

640 




AUMs 

CNR 

Switzerland^ 

24182 

278 

London 

23076 

264 

New York 

141 

3 

TOTAL 

47399 

545 





'Assets Under Management. 
^Customer Net Revenue. 


CB021 344 


'Includes Confidas. 





239 


WO^<Tr^LY 


WT-W YORK 


on InvBst^alfons 
«£>!HIBJT# 30b 


\ 9 S 2 


reiSTKgS.? ETmSCH>TKT 


REDACTED 


REDACTED 


BOSIKSSS mggJGSTS 


REDACTED 
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MQKTh' LY Rr-v"rw 


Bnsr>rL'SS EKVTRO^fK^NT 


REDACTED 


!1 


EDACTED 


KSINTSS HTOTLICHTS 


REDACTED 
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Um AXHEICA HARtET 
(-.CffiTlLY RT/IHif 


j/Tiiit: ^££J 


I I - ri£SlILTS: 2 £oniih, ! Koati 




iioirCIi: 




ict 3 ia_Ls ■ : 


3/(H) j To j B/rW) 
nxtelPrxtv- iirij Data I Go-E. 


B/(T 7 ) \\ 


' Clients ( 

t 

AOH ($=i) 

1 

1 

j COT (SnaJ 

i 

1 

: Stiff 2xp 

1 

(St)‘ 

' Ottn Open 

C5=ji 

Stiff (#) 

j 


REDACTED 


1 

11 - FORECAST; 


! ftn — 

■Forac>T sti 

2;72T JiDifTHS 

Goil ! Tear 

ivm 

1 


i?ar»c2^-q 

I Goil 


clients (i) 
kUX (S=a)' 

COT ($=) 
Stiff Btp ■ ($tt) 
otir cper (Sa) 
stiff (t) . 


REDACTED 


. orrc ncms^: TV« — ek« nt>r{«« i* aom tn < un Lb ^ 

^ *VY ame^ C«c'Tl taw 3 •rrte^, ni i-#r^U 

J *a « Mi Lrcx^ r*«*l E» fnw iack^Ky c* nmi'.c^ mn^ *--r Ofl, 5x»<f % pi ■ g «rd C?t>«- 

Lx?; »c«M CH<-rrB ra » 0 ' M wuj hur MJ» fi v« w< v»r 

•••• rwjltB fru* L---v^ry ?3 tf»c rveiwMd ttrck ^ 


l-jm)r»3 <Tn> / iMidyv* a/ aanJv tiw« eaniAf/’J • 12 

r«r ^xTorrci rr^ *- rrr rr^iz^ -rfl*.* f*- 


I oa T-rc 7^«r . 


p p n 2 4 9 1 
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3 . " r :o o rr d nt: _ 1 5 

• S«t up u SP— uuULuri for a now cliuj'.;: in CH witU’ 

ZZyJi. Poranr. Ldl i_n cha r-u_.'’,ge. * ” 


redacted 
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aiiuazsts 


TO 

H»f EusrKtds / riL* 

ntOM : 

Jis ?AitOX 

DATS : 

Juna 16th, 1993 

IS 

Kr S.... 


on Invest^attons 


EXHIBIT # 30 c. 

[[hWA 
f/hil icK 


Qa Mcrndtr JuM 1993, Z r«c«lv«d * bris£ visit froR Mr. 

S. froB Nsxlco. Ttiis fsntisMn ««« nfarrsd to us by Aay 
Slliot «t fMG M«w Torb; tb« cIlMt r«^lr«B k high 1 bv«1 o£ 
eonfidsnti&ilty in vl«v of Ms fully 's political background 
In Ms hou oouatry. 

Moodsy aMxrnlng, Asy csllsd mm fro* Mexico sith a short, very 
obli<7tts dsscriptlOQ of tbs custour's rsgulrsRsnts . g hs 
coafirssd that all the nsesssaxy paporwork had already 
exscutsd by the cliut; all he ' vuted to do wu seet a 
CoDfldas rspreseatatlve. 

whan Z began dlscussioas with the ellant, It obrlooa 

that whatever papers Aay had the ellaat sign in raapeot of 
Modal products would be iasufficient; the eustaeer uadarstood 
this axid confizaed that ooee everything is sorted out that he 
will be happy to cone hack aad sign whatavar doeuaeota are 
regulred. 

This reiatlooahlp will be operated along tha mm 

lay's "othar** relatiooahlp; le ehe will oaly be awere of 
"Coofidaatial ecoounts" and not even be sware of tha "—-rtt of 
the uaderlyiog coatpaaiaa. 

The final structure will look like the attached diagru if 
everything aeeta our approval. There appear to be 4 exlstlog 
l.V.3. eorporatioas that tha clieot wants us to take over: Z 
explained that we would need Ail. the corporate dectaents for 
review before we could aake a decision. Be confizeed that be 
will forward all doeuaeats la due course. 

before going on to describe the whole structure la deteil, 
please note for the record that the client is 
ItMltlYff about the use of his naee aad does not went it 
circulated within the bank. 1 believe Aay's "other** eliaat 
has a similar arrangeeeot. 

la view of this elieat’a background, Z think we*lX need e 
detailed rafereaea froe Aey with Bukavlna's sign-off for our 


te*s 


t»i«4ic cc t»«at 


aAswac ivaisMoa itiet cs-Be<et 
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Tilt amatw.! 

») i. noo-ill«cr«t;lon»ry, r»TOC»lJi« C»rmjm Tmtt 

<prob«blf Kith »i*clia coBpuijr l»osu»9«) to hold to* 

faXIowisg ua«t« ; 

i. k •ki-lc49a in Aapen, Colorado currantlr cnmed by an 
wilting B.V.l* cmpany. T&«r« »r» already property 
•anagira in plact. Valu* about CSS INK* 

ii. ket aO-foot plaaaura yacht currently cemed by an 

axlating B.V.I. coapany. Ko further detalla 

available • sore to £ollo«r. 

iiit Two wiatiag B.V.Z. coApaalaa currently uaed to 
receive eonaiaaiona froa varioua Mexican deala. Ho 
further detaila. 

iv. Osofidential a/e no T > Caiabaaaia tialted -- Cayaan 
Coapany uaed aa a bolding coapeny for th* ahax^a of 
the 2 coa p an i ea eentioaed -undar ill. above. 

V. Confidential a/o no 2 • Troeca Limited - Cayman 
Coapany to be uaed to hold a maxuiged portfolio with 
aa Initial balance of DSB 2 NX. 


for all the eriaticg Companies <1, ill), the client was 
intexeated la having ue taka over and provide manageaeat for 
them. I eoefirsad that once we have reviewed the dooueenta 
that we would be in a better poaitlcn bo judge. Otherwiae, 
the present aanagers could be left in place and the shares 
traaafesred to the Trustee and thereafter dealgnated aa 
special coapaoy sharee. 

Z coaflcaed to the client that once we had established 
exactly what the structure would look like that we could give 
him a fee guote. He did not appear fee senaltlve but perhaps 
we should cheek with Aay. 


Once everything is finalised, the cua t eae r reguested 2 copies 
of all docueeats for his reeocda. 



not hesitate to contact ee if 
on is imclear. 


any of the above 


Lklt. Xa certain cases, I could not probe the client for 
further details becauae he waa in a hurry to hia planel 

However, I did got a passport copy and HAN Instructicn for 
our fillea. 
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CITIBANK (S^lTISRLWffl) 

CITia^NC H.A. 


€aak Permanent Subcammitiae 
on InvesCgaiions 

30d. 

gjQ^jg^j^TIEAHK WrVATI 


CLIENT 


acceptance checklist 


TU.,. 


/23S3-^ 


. 2 0, 3 ; 


I,p., [ 1 Prlv.t. P,r,on(,) 0„.f PIC/T~.t ! I 

1. Dig DILlGDCg i GEVWl. EACWyOUKO IWOBWATICH 

. CItent IS ur.i«r "Att»ctr*nt Orter": Ofl Ko f chgcVcd with ( 1 Y« (GloUI M*rk.t Kirx^ger .ppr^.l r^tr^) 

- Cli.rt IS » "PubltC Ftgur.”: ^ [)''«» <^8 »pprov*1 r^lr^) 

. Soarce of Funfls: ^ Ir^iviSlruI 1st/«olr«p«-«r»*or ( ] InheritifC# [ ] Oth«r; 

- Esxtm4t«l Global .N«s»orth; $ Invest^ tn: 

- Acttvlty/lt-^ oF bus<n«ss: - - - 


- Charicter/Seputill 




[ ] for fgnhor background information, seo ovorleaf t/or seo separate Account Oper^ing honorand,.* 


2. TABGET HAggrr 


Pr-<sentlv Witbln 2 y<ar» Ng 


. Cliont has min. global not -orth of J l.S'tl J/or i«v*stibU assats of i im 
. Cliant has Ovar S 2S0M Al^ts (.orldwlda potantial .itMn C’ticorp/Citibank) 

- Cllant ganarates ovar $ 91 CWR (««rl«-iba oetantial -'tMn Citieorp/CItibank) 


X 

[ ] 



t ] 

[ 1 

X 

1 1 

C ] 


Bgrtggxgs 
- Account Officer atusta 
PXI Mr(s) 


client has baan positivaly 


[ } Other (a. 5 . 


I Ho. of ajiltt 




\ ] Sea also attaches citimai Vtalea/letter/agency report (uAdarline 
[ 1 If no rtferenca. reason: 

4. SIOf-CfFS 









0*1. Mkt4 Officer (1) 

(11 for all new acccwnts i/or tnconplete background info t/or non-target rarkat accounts l/or waiver of r efar erces 
^ ^ • -- (3) for all -salieo- accounts (4) for .11 "public figure" ao»unta 


/4u.y cV/odd 

t/or 

(2) for all ConfiCasinanagad accounts 


Ccefials Officer ^ 

^ Adriana t^ccfti 


Global Market {3) 
l/or re Country Head (4 


rc« gist wtAG£>cwT cagjp ckly 


- If private parson, ID data/iSoca t Due Olligence daclaration (or substitute) on file 

- If ccrpontion, corporate Coca t Oua OlHgence declaration (or substitute) on file 


- If U.S. resiCent t/or dtij 

- If new account, or inccmpla 


IRS waiver on file 



Yrs 

to (•) 

substitute) on file 

[ 1 

C ] 

Substitute) on file 

[ ] 

[ ] 

[ ] 

( ] 

sign-offs obtained 

[ : 

[ ] 


(■) If any "Ho", see Cefarral approval and 
follow-wp on separate CCCS prlnt-Out(s) 


form Ho. 
05.93 


13000 


Reviewed by: 

Coa^rentatioo SoeciaHst 


Date: 
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“ CLIENT ACCEPTANCE CHECKLI ST j 

Account Tm«; 7^ O C C Cl. 3 „, No.: /7 3 Opened Sinci: 0<L 'C ,'LO^ 3 ^ 

Account. Type: [ ] Priv«t« Perjon(i) X Confi(3»*-H*njg«d PIC/Ti-uSt ( ] Other: 

1. CUE siLiGENCg s Scleral aACKSsoj^p mroRytATios 

- Client Is a "Public Figure"; [ ] Ho Yes (PB Country Head aoproval required) 

- Source of funds: [ ] IrdustrliTlst/entrepreneur ( ] Inheritance [ ] Other: 

- Estimated Global Metuorth: % Invested 1n: ■■ — - 


- Activity/! Ine of business: 

>P 




• Oiaracter/Reputatlon: - 



[ ] for further backgrourri Infomatlon. see overleaf »/or see separate Accajnt Opening Mamorandue 


M 

C 3 

X 

t ] 

X 

C 3 


- Client segment (specify) 

3. ggFEBEKgS 

- Account Officer attests that client hat been positively referred by: 

Mr<s) ^ V' ^ '' ® <nei«, title) of OU 

[ ] Other (e.g. name t base (*s. cf enistlng client): . 

[ ] See also attached cltimall/telWletter/agency report (underline where applicable) 

[ ] If no reference, reason: 


Yci-^U 
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Gl_IENT ACCEPTANCE CHECKEIST 


7V< 




ri».; 3 Cs, 




=•: ^£Aiii£= ^ ^ 


icccunt Tffm; [ ] fViv«i:* P»r-K5/\<i) IX Oxtf ?IC/Try»c 

cut !)!iiG£>ii::g i Gcsggiu. iNfoamicw 


^•^^t '1 t Pijbl 'c F'5njn»"i [ 1 Mo Vm (P8 Cotdretry Smad looroval raqulroij) 

- Sojns* a# -fund*; [ ] IndgstrUlUt/ontrwooouJ* [ j Inh«rita;«» f ] Otiwrs 

- £»tnwtad Global i Invostod 1 «i 

- ict 1 v(ty/ 1 lno af bu«ln«H*; 

p/tis, y^7~ 

• Char-actar/Boewtatlont 

J.'-Jtr- 77:^4 TO ^7 h/'Q . 

Za^ £/tUU.) 

[ ] fw furUwr background InforMtie**, mo 9 'Ot-lotf I/or mo moo’-om iccount Oponii^ roTr^— 


2. TAflorT KAjjjrr 



PVseentlv 

within 2 yoars 

No- 

• Cl lont has oin 

. gl^a) not worth of 1 1.941 i/or inueetible casots of I IW 

X 

1 1 

11 

' Client has ouo 

r 1 2SCM AtHa (uorldwido potonttal w't 

bln Clticerp/C'tibenk) 

X 

1 1 

[ ! 

- CHont gororatos o»or | 91 Q<> (aorldwioo potontial v'tJ 

- Client tegoont (apoclfy) 

bin Clticors/C-.tibaM) 

X 

1 } 

t \ 


j. gyteocss 


- Biceourt Ofticor tttoctji that elloftt )%** boon peoitivoly r o tor-fod byt 

M M.i £'///o£t£ OA ya-^U 


( ] Othor (a.i. I buo Nd. of oaioting eH«nt)t 


[ j Soo 4t«0 ttttefwi «ttloot1/to1«x/1«ttor/*gorcy roport (undorUr 
J 1 If no rrf*rmv»t rmtont • 


*• SIQKFn 





A'c^. /? 32. 

Qota "^^tocount Offieor floor (1) Confi^ii Cffioor (2) Ca*ntry taod (3) 

) for all now accounts i/or IncoplrU back^rouHid info i/or non-tsrgot aoriot acownts i/or wslvv* of rofororoM 
(2} for all Canfidsi —nagort accounts (3) fcr all "public f'guro* aeoounts 




- If privato parson, 18 dats/docs i Cuo Olligarxsi doclarstlon (or ubstltuts) on flit 

- If co r poration, uj rpa rat o decs I 8ua Olligonoo Oaclaration (or subctltuto) on fllo 

- If U.S. rosldont t/or sltlnn, IKS walvor on fllo 

- If now acsxjunt, or Incoaiolato l>ackgro>jnd Jnfo. ate. iporoorlato »ign-ofts oOtairod 


Yos 

)te<«) 


1 ] 

[ 1 

1 ) 

t ] 

1 1 

[ 3 

1 1 

t ] 

( 1 

[ 1 

i 3 

C 1 


(•) If any "Ho", MO dafarral apprtr.al and 

fonjjt^ft on Mparato COC3 prlnt-artC*)^ 




l>y: 
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Senate Permanent SubcommitSBe 
on Investigatfons 


EXHBIT # -30^ 


REVIEM MEHORAHOUN 
REUTIONSHIP HARE; TROCCA LlfllTEH 
RELATIONSHIP NUHBER: PC-4730/PT-52<2 
ACCOUNT OFFICER: ANY C. ELLIOTT / HEN YORII 
SECOWARY ACCOUNT OFFICER: SARAH REYAH / LOWOM 
IMVESTREHT ADVISOR: H/A 
CiaS ACCOUNT OFFICa: IHM BOESCH 
FARC DATE: 24 IunE 1933 
DECLARATION OF TRUST: 30TH JUNE 1993 
DATE OF 1ST AREKMENT: NONE 
CLIENT'S NATIONALin: RaiCO RESIDENCE: RniCO 
FEES: STiUSARO 


FEE ASREEJSNTt NONE 

OUrSTAROlNSS; NONE 

A11 oUiar docuMntitlon Is on flit. 

This Cliont Is An m 11 knoini to A<y C. Elliott and i aost valued Client, 
of Citibank, Na« York and Citibank, K«alca. Ha Is a Civil Enainter hHo 
is prlaarlly Involvad In tha constnistlon and raoonstnictlon of tha 
aataork of hlgtnrays In Maxico. Any Elliott hlobly rtcoaaands this 
Client. 

lid Cllaat Is curraatly »T ytars old. Do the death of tha Donor 1/J of 
tha Trust fund It to be distributed to the Donor’s noa 12 ytars old 
Patricia Paulina da Salinas Castanon. Tha raaaialna 2/S of the . Tntst' 
fund Is to ba held for hlsituo Children till they attain the age of:'3s 
raspactlvaly. 

Son noa 16 years old Juan Jota Sallna Pasalagua 
Daughtar IB yaari old Marian^ Kargarlta Sallna Pisalaoua 

lach receiving SOS of the 2/S. 

Copiti of beneflctarlta passparta and ^tppaturu Cards, cd^flle. 


ASSETS 

CIBS Account no. 129S3T 30/09/93 USaS’SM’lSl, 51 Invasted le ClVM 


C8024483 
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pesos. 


Cltlbink, London 303626 30/09/93 - 3 portfolios FGR, GBP, lA total 
USD2r855’373.42 


Citibank, London USD4' 114*103.86 I/F/0 Trocca Ltd. to support 

Investments. 


All documentation is on file. 


r Rn944R4 
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DAY: jUe-SdQlj 

DATE BIJIV' HOST NAAtE BRKFST 


RESERVATIONS 
EXECUTIVE DINING ROOMS 
2nd FI., 399 PARK 


Senate Pemanant Subcommlttae 
on Invesagatons 

3or. 

^Brr#_ 


CONTACT 


DATE: 

TI^£E NAaME/GKOLT PEK5 


REDACTED 


COFFEE SEHVTCF. 


REDACTED 


DIULUNpiEONS /9 li ,A\ 

^ DR CAP A . ^ , r . . F>ESi 

A/jrr TV 

1 A 1 ij y^oif i s 


REDACTED 


.'?A^DWtCH ORDERS 


REDAC 


\ c’u; 


REFRESHMENT SERVICE 

REDACTED 


AFTER - HOUR FUNCTION 


REDACTED 
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Senate Permanent Subcommittee 
on Investigations 


EXHIBIT#. 


30g. 


CALL HEHO 
VERY CONFIDENTIAL 


DATE: JULY 11, 1994 

VISITORS: HR. RAUL SALINAS DE GORTARI 

HRS. PAULINA CASTANON OE SALINAS 
CONFIDENTIAL # 2 


TIME: 


14:15 - 16:15 


PUCE: CONFERENCE ROOM 45-46 4TH FLOOR 

CITIBANK (GENEVA) 16, QUAI GENERAL GUISAN 

PARTICIPANTS; VISITORS 

HEAD ARNOVITZ, ACCOUNT OFFICER 

CLARK KALL, RVP-HANAGER ADMINISTRATION CONFIDAS 

ARTHUR VOGT, RVP-HARKETING CONFIDAS 

ARIANA FLEISCHHANN, TRUST ADMINISTRATOR CONFIDAS 


PURSUANT TO A TELEPHONE CALL DIRECTLY HADE BY OUR CLIENT HR. R ON FRIDAY JULY 
8TH, AND AS PER A CM FROM JOANNE SCIORTINO WHICH SAID THE CLIENT WAS INTERESTED 
IN CREDIT CARDS FOR SWITZERLAND, HR. R. ADVISED US THAT HE WOULD LIKE TO MEET 
WITH CONFIDAS TO DISCUSS HIS PRESENT RELATIONSHIP. THE CLIENT INDICATED THAT HE 
DID NOT HAVE TIME TO COME TO ZURICH, BUT THAT HE AND HIS WIFE COULD MEET WITH US 
IN GENEVA. CLIENT ALSO REQUESTED THAT HE AND HIS WIFE WOULD LIKE TO BE ISSUED 
EUROCARD CREDIT CARDS, AND IF ALL POSSIBLE WOULD LIKE TO HAVE THEM READY AT THE 
MEETING. 

THE CLIENT WANTED THE CARDS TO BE PAID THROUGH THE TROCCA LIMITED, HOWEVER IN 
ORDER TO AVOID ANY LINK BETWEEN THE PERSONAL NAMES AND THE COMPANY, AND TO 
PROTECT THE CONFIDENTIALITY OF OUR CLIENTS, THE A/0 SUGGESTED THAT THE CLIENT 
OPEN A PERSONAL "NAMED" ACCOUNT IN ORDER TO GUARANTEE THE EUROCARDS. THE CLIENT 
AGREED AND THEY PROCEEDED TO SIGN THE DOCUMENTATION AND APPLICATION. THE CLIENT 
GAVE WRITTEN INSTRUCTION TO TRANSFER lOOM USD FROM THE COMPANY'S -ACCOUNT TO THE 
NEWLY OPENED PERSONAL ACCOUNT /(WABOUON) . 

THE CLIENT WANTED TO SPEAK WITH CONFIDAS, THEREFORE HR. ARNOVITZ EXITED THE 
MEETING. THE CLIENT WANTED TO KNOW WHAT THE PRESENT FINANCIAL SITUATION AND 
PRESENT STRUCTURE WAS, AND HOW WE RECEIVED INSTRUCTIONS. WE PRESENTED FIGURES 
AND PRESENT STRUCTURE, AND HE AGREED AND SEEMED CONTENT WITH THE INFORMATION 
PROVIDED TO HIM. HE ASKED WHETHER THE COMPANY HAD DONE BETTER THAN UST YEAR, 
AND WE SHOWED HIM THE FIGURES. WE TOLD HIM ABOUT A FIDUCIARY PUCEMENT AMY 
ELLIOTT, THE N.Y. ACCOUNT OFFICER PLACED ON 2-DAY NOTICE, AND THAT THE 
INVESTMENT WAS CONSERVATIVE IN NATURE, AND THAT ALL INVESTMENT DECISIONS ARE 
HADE BY AMY ELLIOTT IN NEW YORK AS PER HIS REQUEST. HE AGREED AND SAID THAT HE 
WOULD LIKE TO SPEAK TO HER. WE EXPUINED HOW WE GO ABOUT GETTING INSTRUCTIONS 
FROM AMY. HE AGREED. WE ALSO ACKNOWLEDGED ABOUT HER DIRECTING THE LONDON 
ACCOUNTS AND ZURICH ACCOUNTS REGARDING INVESTMENTS AS PER HIS REQUEST, AND THAT 
WE SHOULD CONTINUE TO SEND MONTHLY REPORTING TO AMY ELLIOTT. HOWEVER HE SHALL 
NOT SEND THE BANK STATEMENTS TO AMY. WE DISCUSSED WITH HIM THE PRESENT STATUS 
WITH THE HAH AND THAT THERE IS QUITE A BIT OF HAIL AT THE FACILITY . 
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HE AGREED THAT WE COULD DESTROY THE HAH CONTENTS IN ONE YEAR’S TIME . WE ASKED 
THE CLIENTS AFTER BEING INFORMED IF THEY NEEDED ANY COPIES OF THE TRUST DEED OR 
FINANCIAL STATEMENTS AND OK REPLIED THAT THEY NEVER CARRY ANY PAPERS WITH THEM. 
HE ALSO MENTIONED THAT IN THE PAST, HE HAD GIVEN VERBAL TELEPHONE INSTRUCTIONS 
TO HAILEY ROHNER, HIS PREVIOUS CONFIDAS ADMINISTRATOR. WE INDICATED THAT WE 
WOULD PREFER WRITTEN INSTRUCTIONS FROM HIM OR HIS WIFE FOR HIS OWN PROTECTION. 
HIS WIFE ESPECIALLY AGREED TO THIS. IF HE HAD TO COMMUNICATE VIA TELEPHONE FROM 
TIME TO TIME, SINCE HE KNEW US NOW, HE MIGHT, BUT ONLY IN EXTREME CASES. 

DURING THE MEETING THE CLIENT HADE SEVERAL REMARKS ADDRESSING HIS CONCERN FOR 
"CONFIDENTIALITY", SO WE OFFERED HIM COMFORT BY REMINDING HIM OF OUR PROCEDURES 
AND THE NATURE OF OUR BUSINESS. HE PROCEEDED TO TALK TO US ABOUT THE PRESENT 
STRUCTURE AND ASKED IF IT WOULD BE POSSIBLE TO OPEN AN OFFSHORE COMPANY WITH AN 
ACCOUNT WITH CITIBANK (MEXICO), SO THAT HIS WIFE COULD COLLECT FUNDS THROUGH THE 
OFFSHORE VEHICLE. AS THIS POINT, WE REQUESTED THE PRESENCE OF ARTHUR VOGT WHO 
JOINED THE MEETING. ARTHUR DISCUSSED SEVERAL ALTERNATIVES TO THE CLIENT. THEN 
THE CLIENT ASKED SEVERAL QUESTIONS REGARDING BUILDING A BUILDING FOR RENTAL 
PURPOSES TO PERHAPS BECOME PART OF THE STRUCTURE. THE CLIENT INDICATED THAT HE 
WOULD BE BACK IN GENEVA NEXT MONDAY, AND THAT HE WOULD CONTACT ARTHUR TO HAKE A 
meeting AROUND 14:00 ON MONDAY. 

CONCLUSION: 


THE CLIENTS WERE AT THE MEETING AND HAPPY WITH THE RELATIONSHIP. THE CAROS WILL 
BE DELIVERED TO THEM WITHIN 48 HOURS, THEY HERE HAPPY WITH THE RESULT. THEY 
SEEMED VERY CONFORTABLE SPEAKING IN THEIR NATIVE TONGUE. THE MEETING WITH ARTHUR 
IS NOT FIXED HOWEVER ARTHUR PROMISSEO TO DRAFT A PROPOSAL, IN WRITING SO THE 
CLIENT COULD STUDY THE PLAN, AND THE CLIENT SEEMED RESPONSIVE. 

BY: ARIANA FLEISCHMANN, TRUST ADMINISTRATOR CONFIDAS 

AFW 
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Telephone No. 212/559 1450 
Fax No. 212/759 5078 


Facsimile Transm 


To: 




(lc^>/=*^x>^±=s 


\ 


From; 


Amy C. Elliott 


► L 


Raf«renc«: 


REDACTED 


Senate Permanent Subcommittee 
on Invest^tions 

30h. 


EXHIBIT#. 
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Set^ Permanent Subcommittee 
on Investigations 


EXHIBIT#. 


MEMORANDUM 


To: 

File 

cc: 

Hap Russell 

Marcelo Mendoza 


Alan Robinson 

From: 

Sarah E A Sevan 

Date: 

1st March, 1995 

Re: 

Origin of wealth 

Client: 

Confidential company no 2 


< 


Today Pedro Homem has spoken extensively on behalf of WH EMEA with 
Mr E Montero, Mr H Rukavina and Primary Private Banker, Mrs Amy Elliott to 
confirm that she does not classify client Confidential client number 2 to be a "Public 
Figure " in Mexico and that the source of the clients wealth , as an engineer in the 
construction business .where the business deals are publicly known, may be 
considered to be an honourable source of wealth. He was originally referred to New 
York by a very trustworthy exisiting client and the client Confidential Client No 2 has 
conducted his business to our sarisfacdon since incepdon. 


Despite the recent press coverage, we do not believe that we should force the repayment 
of the US$3mm demand loan as we do not believe lhai the account is in breach of 
banking condidons and until advised otherwise we shall maintain the account in the 
usual business manner, acting strictly on Confidas instruction. 


REDACTED 


I win keep you aU updated on any instructions or advice we receive from our PBG 
New York Legal DepaitmenL 

Sarah E A Bevan 
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SmbIs Peraianmt Subcomraifee 
on Invest^tions 


EXHffitT# 


30j. 


PERSONAL AND CONFIDENTIAL 


Memorandum to: 
From: 

Subject: 

Date: 


G. Edward Mon 
Amy C. Elliott 
Raul Salinas de Go 
3 March, 1995 



I want you to clearly understand, specially now, on the face of the charges of ill 
conduct taken against the above individual by the Mexican authorities early this week, the 
basis for the acceptance of this account, during 1992. 

Sometime during the spring of 1992, Ing. Carlos Hank Rhon, who was visiting 
New York, called me and said he wanted to inuoduce me to a very good friend of his 
who was interested in setting up a similar structure to the one he has with us, and he had 
told him how well his was working, and wanted him to meet us. 

Later that day, Carlos came in with Raul Salinas de Gortari. and Revnaldo 
Figueiredo and I met with tlie two of them in your office, in your absence. This meeting 
later became a.n example of how well prospecting can be done through client reference, 
since Carlos basically played the role of the straight man, and Reynaldo and I. simply 
answered the questions posed. “Amy, tell Raul, how you work”, “Amy. tel) Raul how a 
fiduciary structure works”, “Amy tell Raul how you manage the money”, etc.. 

At that meeting, Carlos told us that “these days, everybody in Mexico claims to 
know the Salinas”, but he, Carlos, really did. He told us he had gone to school with Raul, 
their respective fathers had served their government at the same time, when they were 
“chamacos”, they were both engineers, and had worked on several projects together.Raul 
told us that he had several banking relationships, including a “sizeable account at a Swiss 
bank”. 


After that initial meeting, as I can best recollect today, I met with Raul, once or 
twice more in Mexico, and we finally proceeded to set up a Confidas PACT, and personal 
accounts in New York. Mr, Salinas expressed a need for confidentiality in order to protect 
his family and his assets from potential political persecuuon. He felt in view of some of 
the measures taken by his brother, the family could be, in the future, vulnerable to 
political persecution. These accounts were funded with an initial amount that did not 
exceed $2MM, to the best of my recollection. 

The basis for my accepting the accounts were multi-fold: 
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0 Mr. Salmas is a member of a prominent, highly respected Mexican famih- 

0 He was introduced to us by one of our largest and most valued clients, 
who in fact brought him in to us personally 

o His family is known to be wealthy 

o He had business deals with Mr. Hank 

0 He married Paulina Castanon de Diaz Ordaz, who is known to have 
received a large cash settlement after her divorce 

0 I visited him in his house in Mexico, and met his family 

o His brother was not only the President of the Country, but well known 
to Senior Management in the Bank. 
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Senate Permanent Subcommittee 
on lnves%ations 


Auchor: ciirk S. Kali »t SWITZE^l^’O 

D*Ct: 11/14/9S 12:39 PM 

Priority: Urgent 

TO: O- Smith Freeman 

TO: Thomas M.8. Salmon 

TO: Ariana Fleischmann-wil>:ins 

Sub'ject: Confidential Client 82 

Message Concents 


EXHIBIT#. 


30k. 


Ariana and 1 met the donor's wife today frcxn 9-10 a.». with her 
brother Antonio. She was spending the week in Zurich to organize 
their finances. She asked about several of the incoming and outgoing 
transactions over the PTA acccimts. some of which must be clarified by 
Amy Elliot. The wife signed an instruction to Amy Elliot to release 
any information she has to ua to explain these transactions . 


The wife, who has power under the crust to inetruct payment of capital 
pn d accumulated income, indicated by this Thursday she wished Co 
instruct chat ail investments be liquidated and all moneys be moved 
out of Che crust relationship, probably to another bank--who she would 
identify then. She indicated she had discussed this with Amy Elliot 
who told her that because Citicorp was a O.S. inscicution with a 
global presence the Mexican government might more easily demand 
information for political reasons under U.S. -Mexican treaties chan 
with a non-U. S. bank. She also indicated she wished to close their 
personal CIBS’s bank account and signed an instruction canceling their 
credit cards and having the moneys in the personal account sent to 
Trocca's account. She was very pleased with Citicorp and Confidas's 
service and said several times she wished to return once her husband 
was acquitted. 

I told her that Amy Elliot informed us she (the wife) told Amy a Swiss 
bank had blocked some of the donor's accounts and that Swiss due 
diligence required me to investigate this. She said she understood 
completely and that Amy had heard incorrectly; $he said chat no Swiss 
bank had blocked her or her husband's accoxincs. Citibank was their 
primary bank so if anything was blocked she would expect it to be 
here . 


Z asked her if the authorities had alleged the donor was involved in 
corrutticn or if the funds were in any other way allegedly involved in 
crime. She said no, the only allegation involving money was the claim 
in the criminal case that her husband paid a million pesos to have the 
murder committed. She said she had visited Swiss counsel yesterday 
who told her there was no question of money-laundering vmder Swiss 
law. 

She asked what penalties would apply to have Che investments 
liquidated quickly and noted several invesementa had longer 
tnacurlcies . We told her we would ask the bankers about this and tell 
her the approximate difference between a rapid liquidation and a more 
casual liquidation. She said ahe just wanted to have their fiiiances 
in order so she could relax. She also asked if we could give a fee 
concession from standard termination fees. We told her we would ask 
senior management about this and thought some discount was justified 
due CO Che srze of the relationship. 

She agreed chat once the trust relationship's accounts’ were 
liquidated, it would be advisable to cerrainace the crust and liquidate 
Che companies. Birchwcod was set up to hold real estate, but she said 
this transaction would never.be completed. 

She gave us her hotel number and said she would like to meet Thursday 
at 3 pm CO instruct closing of the accounts. 
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Senate Petmanent Subcomitiittae 
on investigations 


EXHIBIT# 


301 . 


CONFERENCE CA’.r V.'ITH A.MY ELLIOTT 


ATTENDING: CLARX KALL. ARlANA FLEISCHMANN 


DATE: 

R£: 

CC: 


1 8 SEPTEMBER 1995 

confidential *2 

THOMAS SALMON, SMITH FREE.MAN 


FOLLOW-UP ON THE STATUS OF HOW THIS RELATIONSHIP IS BEING 
HANDLED. 

ACCORDING TO AMY ELLIOTT OUR CLIENT IS STTLL IMPRISONED. THE 
DONORS GAVE HER THE AUTHORITY TO MAKE INVESTMENTS AT HER 
PERSONAL DISCRETION IN THE ADVISORY ACCOUNT IN LONDON. 
SINCE THE CLIENT'S IMPRISONMENT, THE ONLY ACTTVTTY HAS BEEN 
HEDGING AND REGULAR MAINTENANCE OF THE FUNDS SO THAT THE 
FUNDS ARE NOT SITTING IDLE. ED MONTERO, COMPLIANCE IN NEW 
YORK, AND COMPLIANCE IN LONDON ARE AWARE OF THE PRESENT 
way in which AMY IS MANAGING THIS ACCOUNT. SHE BASICALLY 
EXECUTES INVESTMENTS ADVICE GIVEN BY LONDON PORTFOLIO 
MANAGERS. REDACTED 


AMY ELUOTT HAS BEEN INSTRUCTED FROM HER SUPERIORS TO DE- 
MARKET THE RELATIONSHIP, THAT IS TO HAVE THE ACCOUNTS 
TRANSFERRED TO A LOWER PROFILE BANK- 

SHE WILL BE IN MEXICO IN A FEW WEEKS WHERE SHE WILL MEET WITH 

THE DONOR’S WIFE, SO SHE .MAY OBTAIN INSTRUCTIONS FROM HER TO 

TRANSFER FUNDS ELSEWHERE. 

* 

AMY ELUOTT. AGREED TO SEND US TOMORROW A CTTTMAIL 
CLARIFYINO THE PRESENT SCENARIO. 

A FOLLOW^;? IS IN PLACE FOR THE CITTMAIL. 

ARIANA 
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Senate Permanent SuboomtniltBe 
on InvesSgations 


MEMORANDUM TO: ALBERT-MISANi 
AMY ELLIOTT 

RE: CLIENT #2 

As per our conversation, we will need as soon as possible the due diligence 
executed in New York, which supports the Client Acceptance documents 
filled by Amy Elliott for the accounts opened in Europe. Any associated 
documentation and/or opinions should be included in this due diligence. 

As well, we need to have information regarding the origin of the funds before 
they arrived in London and Switzerland. As you stated, maybe we can have 
this information by tomorrow night so we can send it to Europe and be there 
m time so it can be forwarded to the requesting parties immediately. 




Roberto D. Agosti 

cc: Pedro Homen 

November 21, 1995 
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Sessis 


Senata Permanent Subcommittee 
on Investigations 

EXHIBIT 


CITIBi.yg. N.>i. 

MiaoCB of i NOofsg c £ Boed aCVirtOan ^ ao TiodxY, Novonhcs 2L 

199S. 

A Jc^ Mrmg q£ the CSriorp nd CSrhsat-, )<{ A. Bo«rd« assrcsal «£ 10:25 i-bl. 
£BSC3VP . • 

OribMk Kmaprg Amb. Rx%»«r. McJCi . CaOowxj, Qa, Cotlx, Hajvkst, 
RbOdtt, SbrocQ, Sicffca aadTboa& 

A ^pnl: Nooe. 

gftMtiWft# Caatmirtsc Meaber% Mom. Oudkr. Derr. Ku£b^ Sbapena, Sairik tad 
WooUrd. 

Soae. 

■Ot kof P Dirtttors: Aab. Rkievay; Mttcn. CaUoviy, QaiidUr, Dor, 

Haysei, Reed, Rbodet, Riidui{, Shapiro, Shrank Tboius tod Wook/il 

Abtegg Noae. 

Bv Imrftaiicm Cracn, HerpA ^cixkz tad 

I/nOdd ^tmr, iht essepum cf Hr. Aadit, vcv not prrsart Hhb rvgs^ to Ae foUowpig 

iton. The Cofpente Seazuty )»ar pmenL 

Dttnsf mm E x e eucn^ Sceticft, ihs Cbtinua a aancr coacertung t Mn a raa 

agXOTifT. 


The rtmeunnf pitru joined mtanf. 


REDACTED 
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1167 


riTIKlWK KK 

MisuCtt of t Mecilag of the Ectfd of PnrrtoK kdd aa Tvesdcy, Peers ber 19, 

1995. 

A JoiAt Mcsilsf of (be CUezrp ud Qubult. NJl. Beards cpovgnod u 10:05 a ja. 
>rgi£atr 

grib«TA NA. Prrtgtor^ Aaab, Rjdj*«y; Messrk Calloway, Oka. fnltirtt, ILeci, 

JUoda5^ SHroao asJ Tboouc. 

A>Kanr Noxk. 

Contultulf Memherc MaacTL Oundler, p 0 T, Rkdiflg, Ssiirb aod WoobnL 

Ab«enti Mr. Sbapiro. 

Cficnrp Direeiorr Affib. Ridgway; Mesu^ ^Uoway, Cbaodkr. Cbia, CollrBSi Derr, 
Ka)'iic«, Read, Rhodes, Rudn^, Shroeez, Smith, Tbooat Add Woolard. 

Ab<enR Mr. SlupifO. 

Brlm^iriao ; Mear% Horgan, Jooes, Mssezu and Roche. 
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redacted 


We eiu repon eU^aiioru of sney brouj^t le but ataaruoo S^ns 

•LKbcnticc 

JUc^ .VKmi de CefU/i l&e brei^ of the teraier prvddeml ol Mosco, )km bcea a c&cs: 
of frftvc B« 2 tk iux 1992. He »as cbiripcd a Mekoa ts F^jnxxiy 19^ wtlh coopfidc^r 
ji the «Ksstf»«£joa of a poCuaJ op pautei ot dhc prcsoit pyyenmeai i> Meases. ^ 
No>«aber 1995, ka vi/e Faulux ««« imsied m SvtOEriaod os dar^ Uut the kaJ 
aSsapted to osc Cake oancs to witbdrvw {tcodt frea accsuis Ic uIkt beaks. Oa 
Neveaber 16, 1995 tbe S«dtt AUoney Qraeisl tened Gobink: S wi ez er bad aa 
aoiAatst order £or Uc Salinas' sconas ni SvsezsTbud, «trdl pr ejea Uy comaiB 
ipproBflUXeiy nTMM. Tbe eracbmeat ordo' was owed a tfi aocrt io a an 
lB««sbficioa ibe Swia iato alk^ Gaaadag of oarcoda nf&doi^ vad maaey 
bnaderia^, FoCowisg ibe re aip t d this order, ve bfodtei sddktnaal Se&ac aceznmti le 
Lo&doo ^ New Yort cocuinon g a d gtio ial SISMM. W* j^cted 

Redacted ■ vd km besa respoo&s* » oeba ttq«sx 

lor infoRsaiioe Cros! ▼««»& law cofarosaeaS ud rocukesry satb eribtf a Swcsriisd, 
Ea^iasd. Meses, aod tbc United Suto. 

Os Bodoo, the Bcctinc v^oumed u 12:123 oooa. 
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Hr 


004 

Senate Remanent SubcomrraBse 
on Investtgations 


JwMmS. Mtwa 



30o. 




November 18, 1997 


redacted 


redacted 


REDACTED 


REDACTED 


SlKlLiLY CXINPIDEVTIAI. > NOT POB 
OBCUIAI^f 

SUBO^MMirrEE MEMBERS -AND STiFF 
Cff«Y 
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redacted 

I spent a day licing mterviewaj by the Department of Justice on tfae Salinas 
aSaix, As a bsue, I conlinix to think that ^ air on very solid gmuad. 
Hovwrver, I aiE more than ever canvinced that we have to rethink and reposition 
the ftivatK Bai licirsg husiness. U really has changed in fundamental waySs while 
the iodustry hs :■ noL Whai used to be a business that in oiasy ways was driven 
by local ii^atiiui and bad economic policies in the Emerging Markets, is novr 
drivm fay glut iil invcstinont oppenurdues. Much of our prsedee that used to 
make good «5cr ]« is now a liabiliTy. We live in a world where we have to worry 
about ‘Tiow so :ncone made hisher mon^^* which did not used to be an issue. 
Much Ihet wc ! ind deJne la ke^ Private Banking private becomes "wroag" in the 
cisrmt enviro! meesL As we have said, we expect to puU logfidhef our thinking 
ajid share it ' -ith you around ycar-cjrkd. The business itself is very highly 
acDracdvc and lien: is no reason why we cannot pursue h in a sound way bur it 
will take an &£ iustmenL 


redacted 

Bes regards. 



gnnrTtv cDNnDBJ^IM. - WJT ICS 
asetOATEW 

c tTwrTTMMrr i’TKMT^MBRaSAJttJStaH 

day 
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.ECHIBIT# 

March 1, 1995 
11 :07 a.m. 

UF': Citibank, good afternoon. 

PH^; Hello [unintelligible). 

UF: Hi, Pedro. 

PH: Uh, is Mead there? 

UF: Uh, yes, I think so. Just a second. Did yougethold of Montero? 

PH: Yes, yes 1 did. 

UF : Oh, good. Okay. He sounded a bit desperate. 

PH; Yeah, well, b-, by the way, on the trip to, back to Brazil, try to have seats 
along with Montero. 

[A portion of this conversation has been redacted because it is nonresponsive.] 

UF : Okay, Uh, Mead. Just a second. [Music] 

MA^; Pedro. 

PH: Yeah, Mead. How you doing? 

MA; Uh, okay. 

PH: Uh, you heard about, uh, Salinas? 

MA: Yeah, I sent you a Citimail. 

PH: I didn’t read yet. Uh, don’t they have a large account with us? 

‘ “UF” — Unidentified Female, 
r “PH” — Pedro Homem. 

^ “MA" — Mead Amovitz. 


CB022428 



268 


MA: Yes. 

PH: Uh — 

MA: Very large. 

PH: Yeah. Which means what? 

MA: I don’t know I, uh, I contacted Confidas this morning because, aside, 
[unintelligible] this was nothing, this was an indirect relationship of 
Amy Elli, Elliott’s. Uh, I talked about it with Bob. He seemed to think 
that even was opened by A! Misan originally. But, um, obviously this is 
the brother, okay? 

PH: Um-hmm. 

MA: Uh, he has a, uh, very complex trust relationship with Confidas. Uh, the 
account, and I can give you, he has a, a fiduciary vehicle Trocca, Limited. 
Who’s uh, under, you know. In-, you know, this is a served client through 
Ingo. And Mariana, okay. Um, let me just give you the, the asset details, 
um, at year end at least. Hang on a second. 1 think it’s around 22 or 25. 

PH: Um-hmm. 

MA: [Unintelligible]. 

PH: Do you know whether we have the public figures, uh - 

MA: Twenty-two million. Twenty-two million. 

PH: Yeah. The public figutes, uh, memo was prepared or no? 

MA: No, because this gentleman was not a public figure. 

PH: Uh-hmm. 

MA: Uh, this is the brother of a President but he wasn’t uh. . . 

PH: [Unintelligible]. 

MA: ... I don’t, the, that I know of. I’ve never reviewed this account, to be 
honest, okay? 


2 
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PH: Um-hmm. 

MA: Uh, what happened though is I met this gentleman, because he did visit 
here, uh, in Geneva last, about a year ago. 

PH: Yeah. 

MA: Okay? Uh, he came through with his wife. If was more in the 

summertime. Okay? Uhmm, I think it’s probably July or something 
that he came through here. And, uh, he was in, I think, Monte Carlo or, 
you know, he’s in the Riviera. And he came up here, and there was a, 
he’s always had direct contact with Ariana Fleischmann in Confidas. 

PH: Um-hmm. 

MA: Okay? Uh, they were telling me, and I think I mentioned to you, over, at 
the end of last year, that they were doing big, uh, increases in business 
with Confidas. They were shifting some assets, uh, into, you know, aside 
from just the bank account that they had with us. Okay? 

PH: Yeah. 

MA: It’s a relationship that’s totally, you know, we’re not allowed to contact 
this guy. Nothing, it’s a complete Amy Elliott. Okay? 

PH: Um-hmm. 

MA: So, you know, I just, as the, as the, you know private banking person met 
the gentleman as a senior Mexican because I’d just taken over the job . . . 

PH: Yeah, yeah. 

MA: ... in August. So it was definitely in August. Uh, Ariana and Arthur 
Vogt came down here from, uh, from Zurich. We met in a conference 
room downstairs. Uh, he needed to do, uh, a credit card. 

PH: Um-hmm. 

MA: I got the paperwork together with that with Katarina. We opened up a, a 
current account and a checking account, in a fictitious name basically, uh, 
which would be supported by the trust, okay, with a credit line or 
whatever. 
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PH: Um-hmm. 

MA: And, uh, basically, sent that all up to Zurich to be, you know, basically 
domiciled with this relationship, okay. Uh, when it came to talk about 
specifics of the accounts, I was asked to leave the room. 

PH: Um-hmm. 

MA: And when they were gonna do the trust work, I was asked to leave the 
room by the client. 

PH: Um-hmm. 

MA: So he met me, very nice. We spoke a couple times on the phone because 
he had a problem with the credit card cause he had overspent his limit very 
quickly. And, we, we, uh, we coordinated a, a, a premature payment. 

Very col, cordial, very kind. 1 just offered, you know, say listen, if you 
ever need anything, you know. I’m at your disposal. But, I never, because 
this was an Amy Elliott client, was ever interested, you know, there was 
nothing ever pursued and obviously, never contacted in the country. 

PH: Yeah. 

MA: Okay. So I never had any personal contact aside from that one meeting. 

PH: Okay. 

MA: Uh, I’ve never reviewed the files to know anything more about this, 

PH: Any current outstanding? 

MA: No, no. 

PH: Just, uh . . . 

MA: Not that I know of. 

PH: Okay. 

MA: I’d have to review okay . . . 

PH: You got to check it? 
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MA: Hang on one second. 

PH; Okay. 

MA: Can you hang on one second? [Music] 

PH; Okay. 

MA: Pedro? 

PH: Yes? 

MA: [Unintelligible] pick this up. 

UF2‘‘; [Unintelligible]. 

MA: Uh, hi. It’s, it’s Mead and Pedro. How are you? 
UF2: Ah, hi. Carmen. 

PH; Hello. 

MA: Carmen, como estas? 

UF2: Como estas? 

MA; Esta Mariana? 

UF2: Yeah. Unratico. Yotelaponga. 

MA: Gracias. 

PH: Quien es Mariana? 

MA: Mariana [Unintelligible]. 

PH: Uh-huh. 

UF: Yatelapaso. 


^ ‘'UF2” — Unidentified Female 2. 
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MA: Gracias. I called her this morning, as well, to let her know and I, and 1 
called, uh, Confidas to let them know . . . 

PH: Um hm. 

MA: ... because I don’t think, they weren’t aware. So. 

MV^: [Unintelligible] 

MA: Mariana, hi, it’s Mead and Pedro. 

MV: Hi. 

PH: Hello, Mariana. 

MV: Hello. 

MA: Uh, Pedro’s in London, I’m here. Uh, we’re calling about Trocca. 

MV: Um-hmm. 

MA: Okay? Is there any loans outstanding? Is this a leveraged account or is it 
just an asset account, for Trocca? 

MV: Maybe there is, um—. 

MA: I know we have the credit card with the, with the current account and the 
visa or you know the credit card we issued. 

MV: Yeah, there might be a TPC, there might be . . . 

MA: A TPC. 

MV: ... but I have to check on that because 1 think there was something uh, 
done while I was away, but I’m not 100% sure. 

MA: Can you pull and get up to date real quick on this? Cause this is rather 
urgent. 

MV: Yeah, can you hold on, just .. . 

^ “MV” — Mariana V [unintelligible]. 
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MA: Yeah, sure. 

MV : ... just a second? 

MA: Okay. 

MV : Thank you. 

MA: [Unintelligible] get some phone calls, Pedro? 

PH: I got from Montero and uh . . . 

MA: Did you? 

PH: . . . and I’m about to receive from Rukavina, so. 

MA: Ah ha. Okay. Ahm. 

PH: Ahm. 

MA: Is there some concern? 

PH: Well, there is, I mean, basically the question is whether he was considered 

a public figure or not and, uh, what’s the status of the account 
[unintelligible], 

MA: Okay. Uh, ya know, Bob is here as well. Do you want me to bring him 
in? 

PH; Yeah. Maybe he knows something more. 

MA: Okay, hang on. [Pause]. 

UF3*: Just a second, please. 

MA: Pedro? 

PH: Yeah. 

MA: Pedro? 

^ “UFJ” Unidentified Female #3. 
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PH: Yeah, yeah. 

MA: Hang on a second. Wanna make sure we get, Bob’s gonna come in here in 
a second, just hanging up with Italy. 

[A portion of this conversation has been redacted because it is nonresponsive.] 

MA: Bob just walked in. Bob, uh, we have, Mariana [unintelligible] pulling the 
file. 

BA": Ok. Hi Pedro. 

PH: Hello Bob. 

BA: How are you? 

PH: Fine, thanks. 

MA: I was telling, uh, Pedro that 1 didn’t believe that this was ever treated as a 
public figure . . . 

UF4*: Citibank. 

MA: . . . account. Hello? 

UF4: Yes, Citibank. 

BA: [Unintelligible]. 

PH: Yup. Mariana? 

BA: Hello? 

UF4: There is the switchboard of Citibank. 

BA: Uh, Citibank, where are we? 

UF4: [Unintelligible]. 


’ “BA” — BobAgosti. 

® “UF4" — Unidentied Female UA. 
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BA; This is Geneva, Citibank Geneva as well — 

UF4: I’m Citibank Zurich, the telephone operator. 

MA: Oh, yes. You need to shift us to 7805, to Marianna [unintelligible] please. 
UF4: Ok. Hold on please. 

BA: Thank you. 

MA; Somehow it got cut off. 

BA: Uh — 

MA: This is something I inherited here, it says . . . 

BA; Yeah. 

MA: . . . definitely treated and coded as an Amy Elliott account. 

BA: Yeah, But, I mean — 

MA: [Unintelligle]. 

BA: .And, uh, uh, okay. And the relationship is with whom? With us or with 
Confidas? 

MA: Both. 

BA; [Unintelligible] the client has an account in a personal name, plus. . . 

MA: No, Not a persona] name. 

BA: [Unintelligible]. 

MA: He’s got a very small personal name account that he did a pseudonj'm for 
a credit card . . . 

BA: Uh-huh. 

MA: ... but he’s got uh, uh, a Swiss base, uh, the, the vehicle is Trocca Limited 
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BA: Okay, but that’s, that’s a Confidas vehicle. 

MA: Yes. 

PH: But, but the personal account is in uh his name? 

MA: Uh, we do have . . . 

BA: Yeah. Yeah. [Unintelligible]. 

MA: ... a personal account in his name. 

MV: [Unintelligible]. 

BA: Yeah. 

MA: [Unintelligle] ask Mariana about the exact [unintelligible]. It’s his and his 

wife’s. 

PH: Yes. 

MV: Hello? 

MA: Mariana? 

MV: Yes. 

MA: The entitlement of that, what was it — Napoleone or something uh 
MV : Bonaparte. 

MA: What’s that? 

MV: Bonaparte. 

MA: Bonaparte. 

MV: Um hmm. 

MA: That is he and his wife? 

MV: Um hmm, right. 
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MA: Okay it’s a fictitious name or — 

BA: How big is the account? Hi Mariana, this is Bob Agosti, 

MA; Hi Bob. 

MA: That’s a small, I mean, uh checking accovmt for the credit card, no? 

MV: Yes. 

MA: It’s got like 50,000 or something, no? 

MV ; Well, I don’t think there’s any more than [unintelligible], or not much, at 
least, just a second I’ll check. 

BA: Yeah. Clearly when the account, uh — and how was the account opened, 
was it opened, Amy Elliott opened it with whom? With Ingo directly? 

MA: Uh. 

PH; The, uh, personal or uh, the trust? 

MA: The trust is a Confidas relationship for many years, no? 

BA; But how was it opened, with whom? 

M\': Wasn’t it with you Mead? 

MA; No, no Trocca’s been around for many years, I think. 

MV; No, no, no. Bonaparte. 

MA: Oh, Bonaparte was opened by me here when he came through last 
summer. 

BA: [Unintelligible]. 

MA: I had a credit card issued. 

MV : Right We have only a balance of 1 36,000. 

BA: And Trocca, when was it opened, Marianne, do you have any idea? 
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MV: Uh, yeah, I can tell you in a second. 

BA: Cause I don’t remember that account from my d-, from my days unless 
Ingo was [unintelligible] Marianne. 

MA: Plus Amy shifted it once you left. 

MV: I think it was, uh, transferred to us in last year. I think, but, just a second. 
BA: You see the, uh, 1, 1 don’t remember the account at all. 

MV : y up, well, two year, uh, three years ago, 20th of October 92, 

BA/MA: 20th of October 92. 

PH: And it came straight from New York? 

MV: Yes. 

PH: Do you know whether we fill [unintelligible]? 

MA: Ingo there? 

MV: No, he’s on vacation. 

BA: He’s on vacation. 

MA: They also talked to Ariana Fleischmann, at, uh, the Confidas who’s been 
handling this relationship. 

BA: Because honestly, I don’t recall at all, I mean, uh, this account in, in those 
times, in 20, yeah, in October of 92 1 was still there 1 guess. 

MV: As far as I remember, we received like 20 million in one payment. But, 
uh, if you hold on a second, I’ll get the file and I’ll tell you. 

PH: Okay. And then check, check who, who . . . 

BA: [Unintelligible]. 

PH: ... recommended what type of documentation we have in there. 

MV: Okay. Just a second please. 
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MA: I think just as importantly, uh, as you look at this. I’m going to call Ariana 
Fleischman a second just to find out how much of the, of the, of this trust 
relationship, in terms of total AUMs. I think that’s important. Both 
financial and non-fmancial. 

PH: Specially guarantees or cross pledges or collaterals or whatever. 

BA: My gosh, what an explosion, eh? 

PH: Can you imagine? I didn’t read the news yet because I don’t know where 

to get them but, iJi , . . . 

BA; It’s in the, um, I have it. Hang on a second. Let me, let me give you the 
code in, in Reuters. 

PH: In Reuters? What’s the page? 

BA: Let me give you the page. Hang on a second. Hello? 

PH: Yeah. 

BA; It’s Y-J-K-J. 

PH; Y, . . 

BA: J. 

PH: Y-K? 

BA; No. Y-J. 

PH: Y-J? 

BA: Y-J [In Spanish]. 

PH, St. 

BA: K. 

PH: [Unintelligible], 

BA; J. 


13 


C8022440 



280 


PH: J. 

BA; [In Spanish] [unintelligible], 

PH: No, this gives me, oh yes [unintelligible]. No, this is Barings. 

BA: Hang on a second, let me see if I can get here. 

PH; Y. You said Y-I-H-J. 

BA: Y come yen . . . 

PH: Yes. 

BA: . . . J come Joe , . . 

PH; Yes. 

BA: . . . K come Karen . . . 

PH: Yes. 

BA; • - . y J come Joe. 

PH: Okay. Y-J-K-J. Yeah. [Unintelligible]. 

MV; Are you there? 

PH: Yeah. 

MV: Okay. The account was, uh well, like two million in 92 and then it 

jumped up to four million in roughly 94, at the beginning of nine- no, that 
was earlier. I’m sorry. That was in December 93. .And then in April 94, 
we received all of a sudden twen-, twenty million . . . 

BA: In April - 

MV: ... fromCitibank, New York. 

BA: So in October we received two, and then the next two went where? Where 

were they? 

AV: That was in of April 94. 
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BA: So we had only two in October. 

MV: Um- 

BA: But 1 thought you mentioned a couple of credits, for uh - 
MV: Well, if I look at the, at the account uh, balance, it also . . . 

BA: [Unintelligible], 

MV; .... it tells me like two million in November 93 . . , 

BA: November of 93. 

MV: . . . and then it jumped up to four and a half million in December 93. 

BA; Four and a half, yeah. 

MV : And then in April 94, we received twenty million from New York. 

BA; Okay, so it was November of 93 that the account came, then. The, the, the 
two million. 

MV; Well, urn. No, it was actually October 92. That was two million. 

BA: Okay, so it was October of 92, . . . 

MV: [Unintelligible], 

BA: . . . two million . . . 

MV; Exactly, and then it was, added, there were two mi!, two more million 
added. 

BA; Some, some time before December of 93 or 92? 

MV: Urn, 93. And then April 94, for the twenty million. 

BA: Uh, and we had in the documentation the fact that the, the name of the 
client, because of, uh, the disclosure. 

MV: Wait. I’m sorry. It looks like, because, um, it looks as though, 

documentation is a-, alright. We have, uh, all the documentation that is 
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actually necessary which includes the Form A so ! guess we knew the 
name. 

BA: Hull. 

MV: But I don’t have a copy here. 

BA: Now, I wonder . . . 

MV: [Unintelligible], 

BA: ... if the documentation was not filled, because I’m s-, when is Ingo 

coming back Marianne, I mean, this is not 

MV: Tuesday. 

BA: On Tuesday? 

MV: Yup. 

BA: Next Tuesday? 

MV; Yup. 

PH: Now, I think we should get the file anyway and find out ... , 

3A: Yeah. "We should get the file and the problem is to see who filled the 
documentation because I guess it was filled by Confidas and . . . 

MV; Yeah. 

BA: ... if there is any disclosure of the name or uh, if Ingo knew who the 

person was because clearly we should have, uh, declared him a — 1 don’t 
know. He’s not a, directly, a political figure — 

PH: Yeah, he was indirectly. 

BA; [Unintelligible] but indirectly, yes . . . 

PH: Yeah, but, uh. 

BA: ... 30, we should have made some kind of a point there, that uh, that he 

was a, a political figure. 
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MV ; Well, actually, I do have a, an account application for corporations here 
and on Form A it says Raul Salinas so . . . 

BA; He’s what? 

MV: . . . [nintelligible] was clear. It, it, w- [unintelligible] did [unintelligible] 
the name so, and it was signed by um, ConBdas. That, I, I was looking for 
a Form A because I thought um, that was ... 

BA; Yeah ... 

VfV: . . . already the new form, but it was the old form that we still were using 
at that time . . . 

BA: Uh-htih. 

MA; . . . and it is included, so, we got it here. 

BA: And you have it in the file? 

MV: Yes, I do. 

BA: So Ingo knew the name of the client 
MV: Yes. I guess, yeah. 

PH; And it’s uh, it’s uh, signed by uh, Confidas as well. 

MV; Yes. 

BA: And uh, and when is it dated? 

MV : It’s dated the 1 6th of October 92. 

BA: Ah, okay. Ah, alright. Weil, I think we have to speak with ingo, 1, to be 
honest with you, I don’t recall [unintelligible]. 

MV: Well, if you would like to cal! him, I’ve got a number where — 

BA: You have a number? 

MV: Yes, I do. 


17 


CB022444 



284 


BA: Yeah, I would love to call him, yeah. 

MV: Okay, just a second please. 

BA: Yeah, because . . . 

PH: Well, Bob, [unintelligible] I think what we should check as well is what 

type of TPCs or exposure . . . 

BA: Yeah. 

PH: ... do we have. 

BA: Case we have an exposure, yeah, loan exposure, yeah . . . 

PH: Do we? 

BA: I, I don’t know. I, I’d have to, what we need to do is take a look at the, at 

the whole account. I don’t know if we can do it from Geneva or 
otherwise through Marianne. 

PH: Yeah, someone has to do it. And uh, and my concern is as well that you 

should have a TPC, uh, covering the, covering the cash accounts. 

BA: Yeah. 

PH; I mean, that, that’s a bit absurd. 

BA; [Unintelligible]. 

MV: Okay. You there? 

BA: Yeah. We’re here. 

MV: Okay, the phone number isO-O-5-O-I think it’s a 6, because I got only 
a fax copy here — 

BA: 5-0-6? 

MV : No, uh, yes. 2-2-5 — 

BA: 2-2-5— 
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MV; 3-1-55. Or 2-2-5-1-6-49. Or 2-2-5-0- 1-3-5. And that is in San Jose, in 
Costa Rica. 

BA: Oh. San Jose, Costa Rica my goodness. 

MV : Well, he’s actually going to school there, so, um — 

BA: Okay, so, let me repeat the number. It’s 5-0-6-2-2-5-3-1-5-5. 

MV: Yes. 

BA; Then the other numbers. Okay. 

MV: Right. You might have to check uh, on the country code because I can’t 
read it very well but I think — 

BA; Well, alright . . . 

MV: . . . it’s a six. 

BA: . . . [unintelligible] I guess that that’s okay. 

PH: He’ll be back next Tuesday? 

MV; Yes. Maybe already on Monday but definitely on Tuesday. 

PH: Um-hmm. 

BA: Alright. Can you give me the base number, uh, Marianne? 

MV: ForTrocca? 

BA: Yeah. 

.MV: 1-2-9. . , . 

BA; Yeah. 

MV; . . . 6-3-7. . . . 

BA: Yeah. 

.MV: . . . and Bonaparte is 3-4-1-4-double 6. 
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PH: Uh, Mariarme, is there any TPC in favor of, uh, Bonaparte? Or vice- 

versa? 

MV: No. 

PH: [Unintelligible]. 

MV: I think that we, we’re holding standing instructions to cover uh — no we 
don’t, we don’t hold standing instructions. 

PH: Ah, okay. 

MV: No. But we always, like uh, covered any drawings or credit card uses on 
Bonaparte from Trocca. 

PH: And how do you do that? 

MV : Weil, we usually talk to Confidas and they again, um, confirm it with Amy 
Elliott, Elliott, in uh. New York. 

PH; Um-hm. 

MV : And then we get written instructions to do so, to transfer, like a 1 00,000 or 
whatever. 

PH; But that establishes a link between an individual account and the trust 

MV : No, there is none. 

BA; Yeah, but you are doing it by uh, by crediting the account &om one to the 
other. 

MV: Exactly. We make a real transfer so there is no link at all. 

PH; Okay. 

BA: [Unintelligible] but you send the money from one account to the other? 

MV: Right But you can’t really see where it comes from because it says like, 
um, by order of one of our customers or [unintelligible] — 

BA: Yeah, I know, but our systems would say exactly where — 1, 1 know the 
statement wouldn’t show it. . . . 
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MV: Right. 

BA: ... but the system would. 

MV: Well, I mean, you could .. . 

BA: [Unintelligible]. 

MV: . . . follow the tracks. 

PH: Um-hm. 

BA: [Unintelligible] trace it back. Yeah. Uh. Okay. Alright. So you don’t 

know of any loans or any TPCs in this account? 

MV: Well, according to the [unintelligible], there is nothing. There is no out-, 
outstanding whatsoever. 

BA: Okay. 

PH: Good. 

BA: So that’s good, yeah. And the account is invested in mostly what? 

MV; Um, let me see. 

BA: Oh, don’t wo-, we can check that, that’s okay. 

MV: Um, I’m there. Oh, there’s a Bahamex of ten million. Right. 

PH; I remember that’s what he did last time. 

MV: And there is a um, Citiportfolio . . . 

BA: Okay. 

MV: . , . and some funds: Citimex Peso, LA Horizon and CitiVenture. 

BA: Well, he has wonderful investments. 

PH; My God. 

BA: Made a lot of money. 
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MV; [Uaintelligible], 

BA: Okay, uh- Alright speakiog of concentration of investments, I was 

concerned because I have some concentration in one of my accounts and 
this is [unintelligible]. 

PH: Hm. 

BA: Okay. Uh, alright Well, can you think of anything else Pedro? 

PH: Uh, no. 1 think that, that’s about it. 

BA: Okay, we have to uh, find out ■ — so there no political figure document 
filled out. I mean, the uh, the acceptance documents, can, can you get a 
copy of their acceptance document Marianne? Of, of the client 
acceptance, uh — 

MV: The,theCAC? 

BA: Yeah, the CAC, ( can’t remember what it is. I didn’t want to say the word 
because it sounds horrible. 

MV: I’m sorry. [Laughter]. Let me see what, I think I saw something. 

■BA: Alright. If you, if you can get a copy, can you fax it to, uh, to me, in 
Geneva? 

MV: Um-hmm. 

BA: Yah? 

MV: Sure. 

BA: Let's take a quick look at it. 

MV: Okay. No problem. 

BA: And I’ll try to reach Ingo to find out a little bit more of how, how the 

account was opened because unless my mind is playing me tricks, I don’t 
remember, i remember saying, I remember him talking about an account 
that Amy had opened that was very confidential. 
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BA; Uh huh, okay, [Unintelligible], Okay. Alright, very good. Ah, the other 
thing I can think, uh, Pedro, is, eh, maybe check, uh, these two names in 
London. 

PH: No London is zero. 

BA: London is zero. Okay. 

PH: Well, I hope, but how can we [unintelligible] don’t know the names? 

BA: I think somebody has to speak with Amy this afternoon and find out 
where. 

?H: But, New York is saying that, you know, it’s the usual, no relationship, 

you know, just a small demand account. When, when, uh, when the shit 
gets to the fans [unintelligible], 

BA: Yeah, yeah, yeah. 

MA: Pedro, I’m just back. I just had a long conversation with Thomas Salmon 
of Confidas. 

PH: Yeah. 

MA: Okay? Uh, so you are aware, uh, this is a Cititrust Cayman, uh . . , 

FJA: [Unintelligible] 
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MA: . . . basic model trust vehicle. 

PH; Mmm-huh. 

MA: Okay? There’s a trust that owns shares of a managed company 
called Trocca Limited. Okay? And, uh, in this trust vehicle, uh, 
this is the, a basic model trust in that we do not have a 
discretionary role, okay? Um, we basically hold [unintelligible] 
and we take instructions from joint donors, Mr. and Mrs. and 95% 
of the time the instructions have always been received from the 
wife. 

PH: Hmm. 

MA: Okay? So, here the client really has been the wife although there 
obviously are joint donors here, husband and wife. Okay? 

BA: What are you saying is wrong here? 

MA: Okay? Um, now, evidently the other assets we were talking about, total 
assets in the relationship is around a hundred. 

PH: [Unintelligible]. 

MA; There, there’s twenty-two here and the rest is in London. 

BA; Huh, you see? 

PH: [Unintelligible]. 

MA: Okay? Uh, but, you know, you can ask Sarah because she probably has 
the account for Trocca there. Okay. 

BA: Yep. 

PH: Okay. 

MA: Now, um - 

BA: Oh, [unintelligible]. 

MA; Tom, his concern, he thinks we should patch you into him. There’s not 
any leverage to speak of, but he said, 1 think what we got to be concerned 
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about here is not the leverage necessarily that’s [unintelligible] important, 
but more importantly is a, a, a franchise risk here and PR because . . . 

BA: [Unintelligible], 

MA: ... it is not unconceivable that this guy might, they might in their, 
in their investigation discover this whole relationship. 

BA: I think it’s important to find out how the money came in at this point to, 

uh, eh, because clearly there is an investigation, uh, if they can trace the 
money to us. Uh, I mean, what’s done is done. There’s nothing we can do 
at this point. Maybe the decision that we have to face right now is what 
are we going to do with this account? But I guess that, uh — 

MA: Well, from a PR sense, Salmon [unintelligible] was saying, he really is co- 
, you know, we have to think about uh, how, you know, John Reed’s legal 
counsel, this guy Jack Roche and Rich [unintelligible] that he mentioned, 
uh, how are we going to position ourselves, uh, if, uh, the people from 
Financial Times or the Wall Street Business, uh, you know, uh, uh, get a 
hold of, of the fact that you know, uh. Citibank Switzerland and London, 
uh, have a rela-, and Confidas, uh, have a relationship with this guy? 

PH: And New York. 

MA: No, here. 

PH: And New York. 

MA: Uh [unintelligible]. Could we, uh . . . 

BA: Where, where are you, Pedro? 

PH: In London. 

BA: Do you have a number? 

PH: Yes. Tm with Marcelo Mendoza, so its 4-0-9-5-0-5-1 . 

BA: Okay, good, alright. We’ll, we’ll call you right back. 

PH: Okay. 

BA: Okay? 
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PH: Okay. 

BA: Good, bye-bye. 

US: Bye-bye. 
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March 1, 1995 
1:59 p.m. 

AE;' Amy Elliott. 

SB:^ It’s Sarah B. again. 

AE: Hi, cutie. 

SB: Hi. I’ve got Pedro with me, Amy. Is this a good time to talk, or are you in 

the middle of a meeting? 

AE: Oh, no, 

SB: Okay. I’m going to put you on the speaker. 

AE: Okay. 

SB: Hold on. Can you hear us Amy? 

AE: Yes. 

PH’: Hello, Amy. How you doing? 

AE: I’m fine, honey. How are you? 

PH: Fine, thanks. [Unintelligible]. 

AE; Huh? 

PH: [unintelligible] an early morning. 

AE: Well, my morning - — 

’ “AE” — Amy Elliott 
’ “SB” — Sarah Bevan 
’ “PH” -- Pedro Homea 
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PH; [Unintelligible], 

AE; My morning here is already three hours old, so. 

PH: Gee . . . 

AE: Yeah. 

PH: . . . [unintelligible]. 

AE; Yeah. 

PH: Amy, uh, listen, uh - 

AE: Pedro, there is nothing we can do, okay, 1 don’t think. I, I will be speaking 

to Sandra this morning. I don’t think, uhm, we can be faulted for 
anything. 1 really don’t. Uhm, this was introduced to us by our best 
client. 

PH: Yeah. 

AE: Uhm, everybody was on board on this. 

PH: Yeah, 

AE; And, uhm, this was a person that, uhm, as far as we could tell, had, uhm, 
uhm, very close connections to his family, but had a viable business, 
okay? 

PH: Yeah. No, no. My, my concern is [unintelligible] 1, 1 agree with you on 

that one. Uhm. The, the question is should we do anything on loans 
outstanding. Because we have a three million dollar loan in London 
maturing March 14. 

AE: Well, March 14 we won't roll it. We have cash on hand, we won’t roll it. 

PH: 1 know. But, do you want to prepay, or do you think we should stay? 

Because that’s the recommendation 1 will have to present. 

AE: Well, well, see I, my, my inclination today is not to move in any way. 

PH: Yeah? 
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AE: You know what I mean? Um, but after the day is over maybe I’ll feel 

different. I’m sure I’m going to be asked to speak to God, okay? 

PH: Fm sure. 

AE; Um, and so after I speak to God I will pass it on to you, but my inclination 
is not to do an3dhiiig that, that would look like were trying to, to cover up 
things, to do things. We did not act improperly, um with the information 
we had at hand. Tliis is not a case where we can be faulted for, for, for 
doing anything wrong and for not doing proper due diligence. We did, 
okay? 

PH: Yeah. 

AE: And, and the, the specific problem at hand I discussed with him a week 

and a half ago. 

PH: Yeah. 

AE; Tne first article that came out I showed it to him. He was here. I showed 
it to him and I said, what the, quote, what the hell is this all about? And 
he said, Amy you should know that the family and there was another 
family involved, another very big name, okay, and [unintelligible] printed 
in this article and he said you should know that what was going, going on 
in Mexico, there is go-, there is go-, we are going to be persecuted. I was 
told that this would happen from my brother and what I’m going to do is 
stay out of the country and allow the dust to settle. So, 1 mean, eh, even 
that, I went into the meeting with the thing and I have witnesses that I 
went into the meeting with the thing and confronted him with it, I did not 
say. Oh my God, what is, you know, what is going on. I’m going to hide 
between, behind the wall. I didn’t do that. Lfti - 

PH: Yes. 

AE: And I told Ed I was going to do that, and he said are you sure you should 
to do that and I said yes, absolutely I should do that . . . 

PH; Hm hm. 

AE: ... uh, so my inclination is not to do anything that looks like we are trying 

to, that we are running scared, because while this is a very sad and, I, I 
think, kind of ugly and sort of tells me that my reading of human nature 
has to be reevaluated. 
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PH; Well let, let’s get to the end, because you never know. 

AE: Okay, I, I don’t know that this is not a witch hunt and, and uh, quite 

frankly 1, 1 my, my, my original inclination is to say holy shit and 1, 1, 1 
can sleep at night regarding our actions, not just mine but everyone’s, 
okay? Um. 

PH: Did, did you talk to Montero already this morning? 

AE: No, not this morning, last night. 

PH: Okay. Ah, fine. 

AE: 1 mean this goes. [Unintelligible] in the very, very top of the corporation 

this was known, okay . . . 

PH: Yeah. 

AE: ... on the very top. 

PH: Okay. [Unintelligible], 

AE: You and 1 are little pawns in this whole thing okay? 

PH: [Unintelligible] did you ever fill just on the [unintelligible], did you ever 

fill a public figure report on this one? 

AE; Do I, do 1 feel that, that what? 

PH: A public figures report. You know, do you have it in New York, no? 

AE: Do 1, yes I do have it in New ... 

PH: [Unintelligible]. 

AE: . . . York. I do have it in New York for about two to three hundred 

thousand . . . 

PH: [Unintelligible]. 

AE: ... and, and 1 think it is, you know, that it is perfectly reasonable that 1 do 

have it in New York and it is in New York and it’s prop-, properly 
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documentated, and we, documented and we pay all bills and we do 
everything - 

PH: [Unintelligible] what I am asking is the public figures report, you know 

the, the . . . 

SB: It’s a requirement, Amy, that says someone is holding a prestigious 

position, a public fig-, position within a country. 

AE: A public figure position within a country? 

SB: Yeah. 

PH: You, you, you are not aware of that? 

AE: No. 

PH: [Unintelligible]. 

SB: [Unintelligible] probably unique to, to Europe, we, w'e have to 

acknowledge . . . 

PH: No, it’s, uh, uli, worldwide. 

SB Worldwide? 

PH; Yeah, 

SB: Is it? 

PH; It was a public figure report that has to be filled by the group executive. 
Ah, [unintelligible]. 

SB: Basically acknowledging that we know it is a public figure. 

PH: And [unintelligible]. 

AE: And was this pereon a public figure? 

PH; Yeah, that’s one question. 

AE: Well then, do you feel he is, I mean he wasn’t. 
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PH: Okay, eh, okay. 

AE: I mean I so far as I am concerned, he wasn’t. 

PH: [Unintelligible], 

AE: Ju-, just because my husband is the president of the country doesn’t mean 

that I am a public figure, does it? 

PH: Yeah. Okay. 

AE: I don’t know. I’m, I’m, I’m asking. 

PH: Well, theoretically, no. I agree with you. Uh, but uh - 

AE: This person was a professional in uh, a professional and not in 

government. 

PH: Yes. 

AE; Okay, um, I don’t know, let’s wait until Ed gets over there and, uh, that 
Sandra Lopez-Bird speaks to me and . . . 

PH: Okay. 

AE: ... I expect that I will have to go up to, to God and when 1 do I will let 

you guys know. Where are you going to be, in London? 

PH: [Unintelligible]. In London. I am going to call Rukavina now. 

AE: Yeah. 

PH: And uh, 1 will basically tell him what we discussed and if he wants 

anything more, he will - 

AE: Well, have him call me. 

PH: Yeah. And listen, do you know the, the other guy, uh Palenque? 

AE: No, 1 don’t him. The other guy, I don’t know. 

PH; Yeah. 
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AE; No, that [unintelligible] guy? 

PH: No, I mean another customer we had [unintelligible], 

AE: Oh, yes, what about him? 

PH: Well 1, 1, 1 read something that he might be within the group that. . . 

AE: [Unintelligible]. 

PH: . . . [unintelligible] everything? 

AE: His father. 

PH: Yes, 

AE: His father. 

PH: His father. Yeah. 

AE: Yeah. I spoke to, I spoke to that other guy about that too. 

PH: Yeah. 

AE: And when the article came out, I mean, 1, 1, 1 got on the phone, and spoke 

to both of them . . . 

PH: Yeah. 

AE: . . . urn, and he told me that a retraction was coming forward and that it 

was irresponsible journalism and that’s what was gonna go on in, that was 
going to go on in the country for a while, that this country was not ready 
for, uh, for democracy, and so forth and 1, 1, you know, unless I am asked 
or unless I am told that when I ask a straightforward question and 1 get a 
straightforward answer that I am to question that answer and say, well you 
are lying, okay? 

PH: [Unintelligible], 

AE: Then, then everything we do is out the window, 

PH: Yeah. 
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AE: Em sure that name is, that, that name is absolutely going to come up, of 

course it’s going to come up. 

PH: Should we do anything? 

AE: My inclination is no, but 1 am going to be doing nothing other all day, so I 

PH: [Unintelligible] In, in relationship, in relation to the first, to the, to the, 

number one. 

PH: Yeah. 

AE: At least discuss it as well with Sandra so that to protect yourself 

AE: Okay. 

PH: Okay? 

AE: All right. 

PH: As, as a potential risk, nothing else. 

AE: Okay. 

PH: Okay. 

AE: Thanks honey. 

PH: Bye. All the best. 

AE: Thanks. 

PH: [Unintelligible] let us know. 

AE: Okay. 

PH: Okay. 

AE: Bye. 

PH: Thank you. 

8 


CB022326 



302 


SB: Bye. 
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March 1, 1995 
2:38 pm 

PH': [Unintelligible], 

HR^: Citibank. 

PH: Estou? Hubertus . . . 

Hello? Hubertus . . . 

HR: Sim. 

Yes. 

PH: Hi, e Pedro. 

Hi, it’s Pedro. 

HR: Tudo bem. 

How are things? 

PH: Tudo bom. So para te actualizar sobre este caso do Mexico. 

Fine. Just to update you on this thing with Mexico. 

HR: Hmm. 

PH: 0 que se passa e o seguinte. Isto e uma conta totalmente indirecta, seja em 

L- Suica ou Londres. Sao “trusts” organizados sob um nome confidencial. 

The thing is this. This is a totally indirect account, both in L- Switzerland 
and in London. These are trusts set up under a confidential name. 

HR: Hmm hmm. 


' “PH” — Pedro Homen 
" “HR” — Hubertus Rukavina 
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PH: Nao ha relatorio por “public figure,” porque e entendido que nao ha urn 

“public figure,” e um engenheiro “businessman.” 

There is no public figure report, because it is understood that there is no 
public figure, he is an engineer, a businessman. 

HR: Hmm. 

PH: E, portanto, a conexao com o irmao era totalmente independente. Ah, eles 

tern neste momento 22 milhdes na Sirica e 78 em Londres. 

And therefore the link to the brother was totally independent. Ah, right 
now, they have $22 million in Switzerland and 78 in London. 

HR: 78 milhoes de dolares? 

78 million dollars? 

PH: E, sim. E 22 na Suica. 

Right. And 22 in Switzerland. 

HR: Puta que pariu. 

[Exclamation.] 

PH: E. E desses 78, temos 3 milhoes em emprestimo, que vence no dia 14 de 

Marco. Portanto, as decisoes de-, deveriam ser, ou liquidar, pre-pagando o 
emprestimo, ou manter como esta para que ... 

Yes. And of those seventy-eight, we have 3 million on loan, which will 
mature on March 14. Therefore, the decisions sh, should be either to 
liquidate, by prepaying the loan, or to keep it as is, so that . . . 

HR: [Unintelligible]. 

PH: . . . ate ao vencimento, nao e? E nao renovar o vencimento. 

until it matures, right? And not to renew it upon maturity. 
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HR: [Unintelligible] que pagaram. 

[Unintelligible] that they paid. 

PH: Nao. Exactamente. 0 outro problema esta relacionado. Ha uma outra 

conta muito grande, 138 milhoes em Londres, que e de um outro que foi 
mencionado tambera como sendo um dos potenciais mentores. 

No. Exactly. The other problem has to do with. There is another large 
account, 138 million in London, which belongs to another who has been 
mentioned as one of the potential mentors. 

HR: Hmm. 

PH: Ai temos vinte e tal milhoes alavancados. Nos julgamos que o nome vai 

sair n-, dentro dos proximos dias, nao e? 

There, we have twenty-some million that are leveraged. We believe that 
the name will be released within the next few days, right? 

HR: Agora, a questao e se esse, se essas, se essas contas nao devem ser trazidas 

para a Suica. 

Now, the thing is whether that, whether those, whether those accounts 
shouldn’t be brought to Switzerland. 

PH: Estas de Londres? 

The ones in London? 

HR: Claro. 

Of course. 

PH: Elas estao debaixo do “trust”, nao e? 

They are held under the trust, right? 

HR: Mesmo assim. 
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Notwithstanding. 

PH: Mesmo assim. Ah. Eu vou falar com o Tom outra vez. Tom Salmon. 

Talvez se justifique. 

Notwithstanding. Ah. I will talk again with Tom. Tom Salmon. It might 
be warranted. 

HR: Nas e com Tom Salmon, que voce tern que falar? Tern que falar com um 
“account officer.” 

What do you have to talk Tom Salmon for? You have to talk with an 
account officer. 

PH: Nao. Com o Amy e depois com, com o Tom, por causa da parte legal, nao 

e? Porque pode ser que a conta, estruturada como esta, nao haja acesso de 
qualquer forma. 

No. With Amy and then with, with Tom, because of the legal aspect, isn’t 
it? Because it may be that the account, the way it is structured, can not be 
accessed in any event. 

HR: [Unintelligible] e eu posso assegurar voce que, que a, que a situacao em 

Londres e muito mais. [Unintelligible]. Temo ate que . . . 

[Unintelligible] and 1 can assure you that, that, that the situation in London 
is a lot more. [Unintelligible]. I even fear that . . . 

PH: Sim. Eu falo com, okay, eu faio com eles. Mas entretanto, [unintelligible] 

que ele nao e um “public figure,” porque realmente eta um engenheiro, 
dono de uma empresa de construcao. 

Yes. I will speak to, okay, I will talk to them. But in the meantime, 
[unintelligible] that he is not a public figure, because he was really an 
engineer and the owner of a construction company. 

HR: Bom, mas eu acho que. Seria bom voce ter alguma coisa do Ed, a., a . . . 

Well, but I think that. It would be good if you had something from Ed, a, . 
. . a . . . 
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PH: Nos temos as cartas da Amy. A Amy e que era quern geria, nao e? E gere. 

Temos as cartas da Amy, dizendo exactamente isso. O que eu Ihe posso 
agora pedir era para d . . . 

We have Amy’s letters. Amy was one who managed, right? And she still 
manages them. We have Amy’s letters, stating exactly that. What I could 
ask now would be to . . . 

HR: Nao, ta bom. Se voce tern as cartas da Amy, esta bem. 

No, it’s all right. If you have Amy’s letters, it’s all right. 

PH: Temos. Temos as cartas da Amy. 

We do. We have Amy’s letters. 

HR: Okay? 

PH: Okay? 

[The remainder of this conversation has been redacted because it is 
nonresponsive.] 
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March 1, 1995 
2:47 p.m. 

CG'; Mrs. Elliott’s office. 

SB^: Yes, it’s Sarah here from London, is Amy around? 

CG: Yes, Sarah hold on. It’s Carlos. 

SB: Thanks, Carlos. 

AE: Hello. 

SB: Hello Amy, Sarah. 

AE: Hi cutie. 

SB: Hello. Urn, Pedro has just been on the line to Rukavina and wanted to 

pass on the comforting message to you so I’m going to put you on the 
speaker again. Do you want to hold on a second? 

AE: Yes, honey. 

SB: Amy? 

Ptf: Amy? 

AE: Hi. 

PH: Hi, well the, as I, went through the, the, the process . . . 

AE: Yes . . . 

PH: [Unintelligible] says well, uh, okay that’s fine, if he’s a business man and 

an engineer, owner of a construction company and so on that’s fine. Just 

“ “CG” — ■ Carlos Gomez. 

^ “SB” — Sarah Sevan. ' 

^ “PH” — Pedro Homen. 
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make sure that either you or Amy have uh, uh that pretty clear on the file, I 
mean, that is, that we can [unintelligible] the origin of wealth. 

AE; Okay. 

PH: And then the next question was on the one prepayment eventually, he 

agrees as well with you don’t, don’t rush, keep it at maturity until we 
know exactly what’s going on. 

AE; [Unintelligible]. 

PH: And, uh, on the [unintelligible] should we move all the accounts 'pack to 

Switzerland because he, his feeling is that the secrecy level and the 
protection level in London is weaker than in Switzerland. 

AE: Uh huh. 

PH: So he said talk to Amy, talk to Salmon, and make sure that from a legal 

standpoint or, or from a trust standpoint it makes sense to move. If it does, 
uh, consider to move. 

AE: Okay. 

PH: [Unintelligible]. 

AE: Alright. I’m meeting with Sandra at 10:30, 

PH: Okay. 

AE: And as soon as I do, um, I will ring you both, okay? 

PH: Okay. Do you want us to, to go ahead with Tom and check from a trust 

standpoint and uh. 

AE: Yes, absolutely. Whatever you can do to help me 1 will be most 

appreciative because right now all I’m trying to do is keep everyone calm. 
I... 

PH: [Unintelligible]. 

AE: . . . you know, may, may, maybe I shouldn’t, maybe 1 shou-, I, I have, I 

have misplaced, but I, I have got to tell you that I, I feel very saddened by 
the whole thing but comfortable that we have not done anything wrong. 
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PH; [Unintelligible] okay and [unintelligible] we thank God that the guy close 
to God is comfortable as well. [Laughter]. 

SB: His right hand man is comfortable. 

AE: His right hand man is comfortable. I love it. Alright sweetheart. Thank 

[unintelligible] . . . both of you. Okay, Bye. 

SB; Amy. 
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March I, 1995 
2;51 p.ni. 

SD': So, I’m goana go to, to Switzerland now. [Unintelligibiel this is my 
opportunity. 

PH-: [Unintelligible]. 

SB: [Unintelligible] going to go to Sw-itzerland [unintelligible]. 

USU: Citibank. [Unintelligible]. 

SB: Hello, [unintelligible]. Could i speak to Thomas Salmon please, in 

Confidas? 

US!: Yes, of course [unintelligible] — 

SB: Thank you. 

US 1 : You’re welcome. [Music] 

SB: This is my. uh, my [unintelligible] transfer. 

PH: [Ulnintelligible]. 

SB; [Unintelligible]. 

USS": Confidas, good afternoon. 

SB: Hello, good afternoon. !s Tom Salmon there, please? 

US2: May I ask who's calling? 

SB: This is Pedro Homen and Sarah Bevan in London. 


' ‘SB” — Sarah Bevan. 

. -‘PH” — Pedro Ho.nen. 

’ '‘USU — Unidentified speaker one. 
4 '‘gr52’' — Unidentified speaker two. 
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US2: Pedro who? 

SB; Homem, Head of Western Hemisphere Marketing. 

US2: Pedro Homen. Hold on. Ill see if he’s there. 

SB: Thank you. Pedro who? 

PH; [Unintelligible]. 

SB; Who? 

PH: [Unintelligible], 

SB; Is that w.hat they call you? 

PH: [Unintelligible]. 

SB: pjnintelligible]. 

PH: [Unintelligible]. Homen. 

SB; Homen. [Unintelligible], 

PH: Homen. [Unintelligible]. 

SB; Homen, [Unintelligible]. 

PH: [Unintelligible]. Ho.-nen. 

TSh [Unintelligible]. 

SB: Yes, hello. Is this Tom? 

TS: Yeah. 

SB: Tom, hello. 1’ ve got Pedro Homem with me. It’s Sarah Bevan 

here from CitiBank London. 


^ “TS” — Thomas Salmon. 
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TS: Okay. 

SB; Tom, I’m going to put you on the speaker. Is this a good time to, 
to talk to you? Have you got five minutes? 

TS; Yes, 1 do. 

SB: Yah. Let me put you on the speaker. Bad line. Tom... 

PH; Hello? 

SB: ... can you hear us? 

TS; Yes. 

PH; Yeah. Hello Tom. [Unintelligible] I spoke to, both to, Amy and 
Rukavina. 

TS: Yeah. 

PH: And, uh, it looks like that, in fact, on the information we have available, 

this, is, is acceptable because really he is a business man. So, from a 
public view standpoint, he is more a business man than a, uh, uh, rather 
than a politician. So, in fact, at the time he was not a politician. So, what 
we asked Amy to prepare is a more detailed analysis of origin of wealth so 
that we can be comfortable about it. The, the second point that, uh, uh, 
Rukavina raised was on the secrecy and confi-, confidentiality levels, that 
we can have a, with the present structure, with diese accounts in London. 
So his question is, should we eventually move, uh, the accoimts back to 
Switzerland, or are, are we comfortable with, uh, keeping them in - 
London? 

TS: WTiy were the accounts in London to begin with? 

SB: Because the client had a preference to be in London, ahm, and we 

have a specific, uh, a very active investment advisory relationship 
here in London with the Investment Advisory Department 

TS: Right, but, I mean, do-, does anyone know why the client, I mean, 

was, was the did the client want to have the account in London 
because he felt the London investment advisors would make more 
money for him? Is that basically it? 
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PH: If [Unintelligible] this is historical, uh, problem. I [unintelligible] 

we’ve tried to correct that. 1 think it’s not related with the 
customer. It’s more relating with, uh, the fact that Bob Agosti was 
in Switzerland and, uh, Amy was pretty uncomfortable by having 
the account close to Bob. So, the, I think that’s the reality, so that 
w'e can work on a fairly open basis. 

TS: Okay. 

PH: So, I, I believe there is no specific reason to be in London. 

TS: So, Rukavina’s question is really, Irom a, from a secrecy 

standpoint, should we move it out of London back to Switzerland? 

PH: Yes. I mean, what’s the best strachire to [unintelligible]? 

TS; I don’t think that if we move it from London to Switzerland, 
London will be able to destroy its records. 

SB: No. That’s right. You’d see a transfer. 

TS: So, so, I don’t know what would necessarily be gained by moving 

everything to Switzerland. 

SB: [Unintelligible]. 

TS: I also think, Pedro, that we need to be. this is one of the things i 

was trying to sort of get across earlier. We need to be prepared to 
deal with the secrecy being lost. Okay? 1 mean, we, we’ve had 
experience here in Confidas, a lot, with, [unintelligible] it, secrecy • 
being lost through no fault of our own. Secrecy is usually lost 
because somebody finds records that the client has maintained 
somewhere. 

PH: Yeah. 

TS: Now the, you know, I, I, what ! think, what 1 think we need to be 

able to do is either - well, 1 mean, I shouldn’t say either because I 
don’t see how we can do it. But what we need to be preparing to 
do is to say why we thought it was okay to have the relationship 
with this customer when wc knew who his brother was. 1 mean, 
Amy Ellion can say all she wants that the money came from, you 
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know, making roads in, in Mexico or something like that but the 
big question is gonna to be why didn’t we think, or why didn’t we 
question, or did, did, didn’t we care? 

PH: [Unintelligible]. I mean, I think in that case, I mean 

[unintelligible] if you are in Mexico, uh, up to now, if you, you 
consider a family with uh, uh, higher credibility, moral standing, 
and so on than those guys, you couldn’t find any. 

TS: Okay. 

PH; And then, therefore, from that standpoint, it’s a long wealth, uh, in 
the family, uh, they, they did it on the construction side, uh, 
mostly, the deals are known. And therefore, no one is questioning, 
I think, the origin of funds but it’s more on the political side. 

TS: Okay, fine, I, then my feeling is this. I don’t think you’re going to 

be, I don’t think you’re going to be able to wipe out the history of 
London. 

SB: Yeah. 

PH: Okay. 

TS: Okay. 

PH: Okay. 

TS: [Unintelligible] I don't personally see any benefit in moving it, in 

moving it to, uh, to Switzerland, 

PH: To Switzerland, Okay, then the next step to answer your question 

there will be a meeting in, uh, I think, a half an hour, one hour, 
with our legal people in New York and Amy Elliott. 

TS; Okay. 

PH: And they will be discussing some of the legal implications. 

TS: Alright, 1, Pedro, 1 mean, this is more, you know, for your benefit 

than anyone else’s. I didn’t want you to go into a meeting with 
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Rukavina and, uh, uhm, the other guy, his name’s gone now, uhm, 
and not have raised this yourself, 

SB: [Unintelligible], 

PH: Yeah, okay. 

TS: [Unintelligible] asking you questions about it, and then catching you 

unaware. So as long as you are comfortable that, that the PR issue has 
been surfaced, that’s fine. 

PH: Okay. Fine. 

TS: It’s not my bugaboo. 

PH: Okay. 

TS; .Alright? 

SB: Alright, Tom. 

TS: Is that all? 

SB: [Unintelligible], 

PH: [Unintelligible] Thank you very much. 

SB: Thank you very much. 

TS: Bye. 

SB: Bye-Bye. 

PH; Bye. 
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March 1, 1995 

3:02 p.m. 

SB': [unintelligible] 

PC’: Hello, Citibank. 

SB: Hello, it’s Sarah. 

PC: Yeah, hi. 

SB; Hello. Just to let you know, um, Amy’s obviously in, in the office now. 

She’s in contact with legal department. Um, Pedro’s spoken to Rukavina. 
Um, everything seems to be calming down. Um, 1 think it’s just 
[unintelligible] actually, [unintelligible] -a-, and just to let you know 
Confidas essentially said do not do anything on the account without 
Confidas instructions. 

PC: Mm-hmm. 

SB: So, I mean obviously that’s both of them in fact, um, which we probably 

wouldn’t do normally anyway. Um, but I just thought I’d, I’d touch base 
with you and let you know that things, at this stage, we, obviously no 
assets are being frozen, uh, . . . 

PC; [Unintelligible]. . . 

SB: . . . we’re not making any dramatic moves. 

PC: Nor surely can they be. 

SB: Nor surely can they be, and, um, Rukavina had suggested to Pedro that for 

security, secrecy, banking confidentiality reasons perhaps the account 
should be transferred to Switzerland, but, um Tom Salmon, who’s head of 
Confidas, wisely said that even if it were transferred, you can’t destroy the 
records here in London, and you’d see the trace from London to 
Switzerland. Um, so it doesn’t actually benefit anybody at this stage, by, 
um, doing a transfer to Switzerland. 


' “SB” — Sarah Sevan 
2 — pgjgj, carruthers 
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PC: Mm-hmm. 

SB: Urn, so Amy’s okay. She’s been in since six-thirty. Urn, obviously she’s 

speaking to everybody, God included, and, um, she’s speaking to the 
lawyers now as well, so probably, I mean she’ll speak to you if, if there s 
anything she needs to address specifically, but she’s basically . . . 

PC: Yeah, I’ve just phoned her. 

SB: You have? 

PC: Mm-hmm. 

SB: Okay. 

PC: [unintelligible] 

SB: So, um, that’s how it is. 

PC: Alright. 

SB: Alright. 

PC: Thanks. 

SB: Bye. 

PC: Bye. 
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March 1, 1995 
3:11 p.m. 

AE': Amy Elliott. 

SB^: Amy, it’s Sarah again. This should be our last call today. 

AE: Alright. 

SB: We just wanted to update you on, uh, Confidas. 

AE: Okay. 

SB: I’ll put you on speaker. Hold on. Amy? 

AE: Yeah. 

SB: Uh, we spoke to Tom, Tom Salmon, who’s the head of Confidas , . . 

AE: Yes. 

SB: ... and essentially he’s saying that if a transfer were done from London to 

Switzerland, uh, the very fact that you can’t bury the records or lose the 
records here in London doesn’t help anything. 

AE; See, that’s, that’s my feeling. 1 really feel that anything that we do insofar 
as I’m concerned . . . 

SB: Mm-hmm. 

AE: . . . the, the press has put us on notice, okay, that somebody we have dealt 

with has done . . . 

SB: [Unintelligible]. 

AE: . . . something that is . . . 


' “AE” — Amy Elliott 
- “SB” — Sarah Bevan 


C 8 022 458 



320 


SB: [Unintelligible], 

AE: . . . awfiil and wrong, or is accused of, . . . 

SB; Yep. [Unintelligible], 

AE: . . . okay. Um, for us to then move . . . 

SB: Yeah. 

AE: . . , unilaterally to do anything. 

SB: [Unintelligible] looks suspicious. 

AE: It’s like, what are we trying to hide. . . 

SB: [Unintelligible], 

AE: . . .okay? 

SB: Absolutely. 

AE: Insofar as I’m concerned, the less movement, the better . . . 

SB: Yeah. 

AE: . . . and I think we can defend that a hell of a lot easier than we can defend 

moving this out, moving that out, paying a loan, I mean, [unintelligible] 
it’s, plus, plus, bank records are subpoenable, and bank records don’t go 
away, ... 

SB: Absolutely. 

AE: . . , okay? And so . . . 

Ptf : [Unintelligible] just one, one concern. And probably you can address it to 

me or, you know, maybe Montero or someone at his level [unintelligible]. 


^ “PH” — Pedro Homem 
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If and when, uh, someone finds something about it, what should be the 
position of the bank on the confidentiality issue? 

AE: Well, I have Sandra Lopez Bird in my office in 15 minutes . . . 

PH: Okay, because it’s, it’s . . . 

AE: [unintelligible] 

PH: . . . more than anything else, you have franchise risks and you have, uh, 

PR risks . . . 

AE: Yeah. 

PH: . . . and those are difficult to quantify, but, uh, I think the, the, the, 

[unintelligible] we should have discussed that with the [unintelligible] 
what reaction should we take if anything happens, and we are asked to 
deliver something. 

AE: Okay. 

PH: Okay? Just in case. 

AE: Alright, sweetheart. I’ll ring you as soon as Sandra comes in. 

PH: Okay. 

SB: And I’ll put you on the box so you can hear what she has to say. 

PH: Fine. 

AE: Okay. 

PH: All the best. 

SB: Bye Amy. 

AE: [Unintelligible.] 
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March 1, 1995 

4:31 p.m. 

SB': Good afternoon. Citibank. 

JS’: Good afternoon, Mugsy? This is Moe. 

SB: [Laughs] 

JS: [Unintelligible] use our real names anymore. 

SB; Moe? You probably got your call at home. Okay. Let’s talk in codes. 
[Laughter.] Don’t tell me where you’re calling from. 

JS; [Unintelligible] a fiin day today? 

SB: I’ll call you back, alright. Just don’t say anything. 

JS: Are you sure? No, I’m in Houston, don’t worry. 

SB: I know you are. I couldn’t believe it. 

JS: [Unintelligible.] 

SB: I thought, there must be a wrong message here. What is Joanne doing in 

Houston? There must be two messages here. Yeah, well, I actually left a 
message at your home. Did you get that one, you picked it up? 

JS: Oh, no, I didn’t. 

SB: You didn’t call into yourself just to see how many phone calls 

[unintelligible] ... 

JS: No, I haven’t called in since yesterday. I’ll call in again today at 

some point. 


' “SB” — Sarah Bevan 


" “JS” — Joanne Sciortino 
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SB: I called you early this morning to say, “Please ring me ” [Laughter.] 

Yeah. 

JS : Well, you knew as soon as I got in, I was going to. 

SB: Yeah, yealj, interesting day, God. 

JS: How has it been for you? 

SB: Um, oh, Amy’s just remarkable. Shereallyis. I mean, um, she’s now in 

with Sandra Lopez-Bird and we were just talking with Pedro, ‘cause Pedro 
is here by chance today in London, , . . 

JS: [unintelligible] 

SB: ... and, and he’s spoken to Riikavina, and he’s spoken to Ed Montero, and 

JS; Weil, we knew, we knew Ed spoke to Rukavina last night. 

SB: Yes, that’s right, which is great. Um, so 1 heard the news . , . 

JS; Yeah, I mean, we’re all, none of us know what to do. I mean, 
we’re all saying, we’re all realizing whatever, but what, what 
do you do? 

(A portion of this conversation has been redacted because it is privileged.) 

JS: Are they, have we in essence then blocked them? 

SB: Not yet, but I’m sure that’ll come very, very soon. You see, um, I suppose 

it’ll be our obligation to block them, if we know the ultimate beneficiary 
and, um, um, you know, whether Mexico come to us and say, we know 
you’ve got an account with this person or not, um . . . 

JS: Would we go to Mexico and say . . . 

SB; Well. . . 

JS: ... we have? 
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SB: That’s, that’s another point. Would we? Um, do you, do you, is it normal 

practice to freeze someone’s accounts if they are on trial? Every 
[unintelligible] . . . 

JS: Um. 

SB : Worldwide accounts? 

JS: I’ve never been through a case of this. 

SB: No. No. 

JS: I’ve never been through a case where an account has not been 

frozen other than because we received in a subpoena. 

SB: Mm. Well, we haven’t received that yet. Now of course that’s possibly 

going to come. Um, and they are questioning whether the three million 
dollar loan, should we actually immediately, because that’s on demand 
should we, should we call that, and . . . 

JS: But then the question also comes in, I mean that would be, you know, and 

this is going to be a true thing of, of what is this whole, you know, CBL, 
whatever, confidentiality issues? 

SB: Mm-hmm. Mm-hmm. It really tests it, doesn’t it? Well, I mean if we’re 

not able then to offer confidentiality, um, it obviously, is, is, from a PR 
point of view, does it then threaten our whole franchise with existing 
clients, and existing business? 

JS: Right. 

SB: Um, Rukavina was suggesting that the whole account be transferred to 

Switzerland, but, I mean, you know, yes, that’s an idea, but you can’t 
dispose of records here. 

JS: But, see the thing is, you don’t have, well, you have one personal account. 

SB: Um, do we have a personal account? 

JS: Sure you have. 


3 


CB024657 



325 


SB: I’m. I’m not even aware we have a personal account. You see . . . 

JS: Well, you don’t have for the person, you have for the, uh, spouse. 

SB; Right. Didn’t even know that. 

JS: You don’t have to. 

SB: No, exactly. [Unintelligible] Joanne, honestly, as, until this morning we 

didn’t even know that we had the account. That’s how well-kept it’s been, 
uh, managed, you know. 

JS: [Unintelligible]. 

SB : Yes, of course, we know confidential company number one. But we 

hadn’t any idea on confidential . . . 

JS: Oh, you didn’t know? 

SB: . . . company number two. Had no idea. 

JS: Ahhh. 

SB: So, you know, it’s been, the secrecy has been maintained throughout 

because we have never spoken. 

JS : Well, that was the key thing we had always gone for . . . 

SB: Yeah. 

JS; ... and that’s what we’re saying, I mean. 

SB: Yeah. 

JS: So now you are being told, well how do you even know what I’m telling 

you is true? 

SB: Urn, because we had Confidas on the line when they said basically you 

have this money in London and I [umntelligible] to speak to Pedro 
Homen, who’s head of ME, EMEA because Ed Montero had been on the 
line. 
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JS: Whoa, they weren’t allowed to do that. 

SB: Um, well, I think it was driven by Ed Montero saying we don’t have assets 

of any size in New York but you do in Europe, and, um, Pedro is head of 
EMEA and is therefore ... 

JS: Right. 

SB: ... responsible to know what his due diligence. 

JS: Well that’s why I’m saying. It would have been something to have told 

Pedro. I don’t know that Confidas had a right to tell you. You see what 
I’m saying? 

SB: Mm. 

JS: The only one who has broken anything so far is Confidas. 

SB: Um, I don’t know who actually spilled the beans on the, on the phone . . . 

JS: Yeah. 

SB: ... [unintelligible] but because I was obviously involved in the 

conversations. . . 

JS: Yeah, but you realize what, what the, the point I’m getting, I mean, Sarah, 

between you and I, you know, what does it really matter here? 

SB: No, but I could, I honestly . . . 

JS: [unintelligible] what they did. 

SB: ... until this morning I could have said I did not know who the underlying 

beneficiary was. Until this morning. Which is probably, would have been 
a nicer way to have kept it. 

JS: Yeah, that’s why I’m saying. 

SB: Yeah. 
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JS : It would have been a lot nicer for you, and it would have been appropriate 

for Confidas to have done that, 

SB: Well [unintelligible]. 

JS: [Unintelligible] they knew they would have advised the head of the area. 

SB: Yep, in, uh, well you see, then Pedro called me in to say, well, do you 

have this account and how much do you have, and then I said well, yes, of 
course we do, why, what is the issue? 

JS: Yeah, of course. 

SB: I mean, that is bound to happen, but urn, . . . 

JS: Hmm. 

SB: . . . it’s very interesting, it’s very interesting. 

JS: I mean the whole thing is interesting, on it. Yeah, ‘cause, see, I mean, way 

loo interesting. I like when life is boring. 

SB: [Laughter] Well, Amy is remarkable given her whole, uh, situation. I, 

you know, I said to her, God, you know, you don’t deserve 1995. And we 
are only March the first, and . . . 

JS: Well, wc had, uh, last, last night when I was talking issues, like, well, you 

know, and even with my whole personal life . . . 

SB: Yeah, 

JS: ... and everything totally a mess. She goes, here I was wondering where 

I’m going to live. She goes, well, now I know it. I’m Tony Giraldi’s 
roommate. 

SB: Absolutely. Absolutely. No problem [unintelligible.] 

JS: Which is why I know, and, you know, it’s because of Tony. That’s why, I 

mean, one, . . . 

SB: Mm-hmm. 
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JS: ... it is not something we didn’t, we ali knew who was in, etcetera. Um, 

but that’s why I, I know she is being up front, because she was even 
supposed to be out today. I mean the whole thing of going to Sandra, 
going. We’re like, we don’t know what to do. You tell us. 

SB: Yeah. 

JS; Key number one . . . 

SB; Yeah. 

JS; ... is we’ve got to be true to the franchise. 

SB: Yeah. Yeah. Have you spoken to her today? 

JS: [Unintelligible.] Um, today, no, I spoke to Carlos about three times this 

morning. 

SB; Mm. 

JS: Um, Carli and I have spoken. 

SB; Mm. 

JS: And I have spoken with Susan. Amy called me. I spoke to her about two 

times yesterday, last evening. 

SB: Mm. Mm. 

JS: [unintelligible] 

SB: So at this stage we are sitting tight. We are not doing anything. I mean 

obviously if we start transferring to Switzerland, not only is there a trace, 
but it also implies that we are . . . 

JS: Right. 

SB: . . . concerned or worried or what have you. And then we could really be 

seen to be committing a, a, an offense. 

JS: Right. 
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SB; We have . . . 

JS: Right. 

SB: ... to just sit tight and not do anything. Yeah, maybe freeze . . . 

JS: Right. 

SB: ... the account and then see what happens from there. 

JS; Right. Um, tliat is very interesting, though then, uh, I don’t know. 
[Unintelligible] don’t know. 

SB: So,uh... 

JS: God [lanintelligible], 

SB: How is, um, Houston treating you? 

(A portion of this conversation has been redacted because it is non- 
responsive.) 

SB : Anyway, Joanne, will you let me know what happens. I’ 11 keep you 

posted. Uh . . . 

JS; You keep me posted. You’re, you’re definitely mere in the picture than I 
am. 

SB: [laughter] [imintelligiblel 

JS: [Unintelligible] so dam frustrating to be here. 

SB: Yeah. Absolutely. When it’s all happening, isn’t it? You read it in the 

papers. . . 

JS: Yeah, I mean. . . 

SB: ... did you? 

JS: I had to turn over all my transactions books. I had to give everything over. 

8 


CB024662 



330 


SB: Right. Right. 

IS: ‘Cause we’re, we’re showing them, it’s like, yeah, what, what do you, 

what do you want to see from us? 

SB: Jo, 1 have one other outstanding issue. Um, who, who’d follow it up in 

New York? I suppose it is Amy, isn’t if? It’s just, she is so busy. Um . . . 

JS: What, well, maybe we can get Susan Cunningham. I have a management 

trainee. 

SB; Yes, that’s right. If Susan could, it’s regarding, you kiiow all the hedges 
were changed. They are actually ail hedged now through Swedish krona, 
and that’s for confidential company number one, . . . 

JS: Yes. 

SB: ... number two and for Brunello. 

JS: And for Brunello. 

SB: Um, and I suppose we need Confidas instruction just to, to say they 

authorized the, um, hedging, uh, by selling the Swedish krona and buying 
the dollars. 

JS: Yeah. 

SB: Do you think Susan can manage that? 

JS: Yeah, that you will have to send a Citimail to, to Amy. 

SB: Okay. Just Amy or can I copy it to someone else? 

JS: Uh, copy it to me. 

SB: Yeah. 

JS: And put on it, um, because when my secretary pidls it. 

SB; Yeah. 
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JS: Put on it, to give to Susan Cunningham. 

SB: Okay. She can run, she can do a tested telex to, to Confidas? 

JS: Yeah. Yeah. Yeah. 

SB: Okay. Superb. Alrighty. That’s great, Joanne. 

JS: Okay? 

SB : Y eah, we’ 11 keep in touch. 

JS: Yeah, good luck honey. 

SB: Thank you. You too. Bye now. 

JS: Oh well, have a fun day and I’ll talk to you. 

SB: Bye Moe. [Laughter]. 

JS: Okay. 

SB: I like that, that’s good. 

JS; ByeMugsy. [Laughter]. 

SB: MugsyandMoe. Take care. Bye. 

JS: Take care. 

SB; Bye. 
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March 2, 1995 
11:41 a.m. 

SB:' Good morning. Citibank. 

PC;" Sarah? 

SB: Yes. 

PC: Peter. 

SB; Hello. 

PC: Hi. 

SB: I’ve just gone into Citimail so I was going to check this before 1 rang you 

to find out how life is and how the markets are and whether we’d heard 
anything. 

PC; No, I haven’t heard anything. 

SB: [Unintelligible]. 

PC; A couple of things that I needed to know . . . 

(A portion of this conversation has been redacted because it is non- 
responsive.) 

SB: Tell me, whilst, whilst you’re on the line, um, Mexico came under a little 

bit of pressure yesterday. 

PC: Stock market sold off [unintelligible] the end of the day. 

SB: Where did the peso close? 

PC: Not much changed at 93 on the bid. 


' “SB” — Sarah Bevan 
^ “PC” — Peter Camithers 


CB022336 



333 


SB: Okay. 

PC: [Unintelligible] Bradys didn’t do very much [unintelligible], 

SB: Okay. 

PC: [Unintelligible]. 

SB: Right. 

PC: [Unintelligible] 98, stock market down 2%, . . . 

SB: Yup. 

PC: ... not a lot of other news around, um, some concerns, you know 

[unintelligible] 

SB: Right. 

PC: After the morning’s initial reaction, you see the FT is full of, um . . . 

SB: I do. 

PC: ... of and mentioning Carlos Hank’s name. 

SB; Yes, I do, that’s horrific. 

PC: Well, senior, Carlos Hank Sr. 

SB: Yes, of course, it is. 

PC: He’s known as a bit, he’s known as a bit of a bastard, isn’t he? 

SB: Yes. 

PC: I’m surprised Amy in a way didn’t give us some sort of inkling of, of the, 

well, maybe she didn’t know, the, of the rumors going around about 
Salinas. 

SB: Um, I’m surprised. 

PC: [Unintelligible]. 
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SB: I’m surprised, but you know what, up until yesterday I didn’t even bloody 

know that that’s who Trocca was and I suppose, um, Alan Robinson’s 
going to jump down my throat because of that, [unintelligible] there’s so 
many clients here that we don’t, we don’t, we have this obligation to know 
your client but when it’s booked and it’s, um, indirect we don’t know the 
client, ... 

PC; Mm. 

SB: . . . um, although we have a very active, uh . . . 

PC; I don’t know if we need to, do we? 

SB; Switzerland does, they actually have on record, on record in Switzerland 
either with Confidas or with Citibank PBG, um, the client’s name. 

PC: Apart from which we’re supposed to be advised or Compliance is 

supposed to be advised of anybody who is politically sensitive. 

SB: Yes, um, but I mean Amy’s still holding fast that he is not a political 

figure and I’ve actually done a memo to file which I’m going to forward 
to, um, Alan Robinson. 

PC: Well, I think she’ll be a bit hard pressed to prove that as the, as the, 

although he’s not a political figure, she is, he is the brother of the president 
and a very active political, um, behind-the-scenes political figure. 

SB: Mm. 

PC: But nonetheless, you know, people, people of influence [unintelligible] 

SB: Political, I beg your pardon, political figure isn’t a word that was used. 

Pedro asked, um, public figure . . . 

PC: Right. 

SB: . . . yesterday, um, and, and Amy didn’t quite know what that was all 

about, but apparently it’s a worldwide requirement that we have to, um . . . 

PC: Absolutely. 

SB: ... lodge or not. 
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PC; Anybody who is, is sort of influential in any way . . . 

SB: Mm. 

PC: ... either from the media or, or from [unintelligible] . . . 

SB; Well, she still stands hard as of yesterday that he’s not a public figure. 

PC: Yeah, well, presumably the bank in New York knows who, who Trocca 

was? 

SB: Oh absolutely, as does Confidas, as did . . . 

PC: [Unintelligible]. 

SB: ... Bob Agosti, as did everyone else on the phone who chose to talk 

yesterday. 

PC: Right. Right. 

SB: Let me know if you see anything, obviously FT I’m, I’m combing through 

every day but any of the other magazines, um. Hap picked one up in the 
Times, you want me to send that over to you? 

PC; What was that? 

SB: ‘Mexico in turmoil as ruling party faces up to murder’. There’s a picture 

of him, actually, of Raul. 

PC: Yeah [unintelligible] presumably. 

SB; It’s a . . . 

PC: [Unintelligible]. 

SB: No, no, it is the same [unintelligible] 

PC; Um, what else? Um, should we send some flowers to Amy? 

SB; Yes, that’s an excellent idea. 

PC: [Unintelligible] do it. 
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SB ; Um, what message should we put on that? 
PC: [Unintelligible]. 

SB: I think so too. 

PC: You and I. 

SB: Um, so, with much love from your friends. 

PC: Yeah, something like that. 

SB: Yeah. 

PC: Um. 

SB: Alright. 

PC: [Unintelligible]. 

SB: Sure. 

PC: [Unintelligible]. 

SB: Sure sure. 

PC: [Unintelligible]. 

SB; Alright thanks. 

PC: Bye. 

SB: Bye. 
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November 14, 1995 
3:08 p.m. 


UM:' Citibank, good afternoon. 

MM:’ Hi, is Nigel there? 

UM: He is, just a moment. 

MM: Thank you. 

MM: [Unintelligible] ... to call us and they were 

ND:^ Marcelo. 

MM: Yeah, hi Nigel. 

ND: Yup. 

MM: Do you have any more information about this Trocca? Is it going back to 
New York, the funds, or is Switzerland. . . 

ND: No, no, no. I just had Joanne Sciortino who works with ^‘tijny Elliott, on 
the phone, and they were fully aware that the client is actually in 
Switzerland, today, and her words to me were it’s good, yes, we’ve been 
dying for this account to leave us. And they are all fully aware that it’s 
going and they said that 

(A portion of this conversation has been redacted because it is privileged.) 
MM: Okay. 

ND: So they’re very happy that this relationship is leaving. 

MM: Where is the transfer to be made to? 

ND: We do not know yet. 


^ ’’UM”— unidentified male. 

’ “MM” -- Mareelo Mendoza. 
^ “ND” - Nigel Dowsett. 
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MM: Oh, we don’t know. 

ND: What it is - the client was in Switzerland this morning to tell them to 

liquidate, and then she is going back into Switzerland’s Confidas office on 
Thursday, and then we will know Thursday afternoon where the money is 
to go. 

MM: Okay. 

ND: So, until then we don’t know. 

MM: All right. 

ND: So we started liquidating. . . . 

MM: We’re liquidating. ... 

ND: We’re liquidating all assets, yes. 

MM: Okay. 

ND: All right. 

MM: Thank you. 

ND: Goodbye. 
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Memorandum 


Senate Permanent SutkSmmitiae 
on Investi^ons 


EXHIBIT #_ 


30g_. 


To ; Julio De Quesada 

From : Bob Fox ^ 

CC ; Ed Montero, Sandra Lopex^ird. Albert Misan, Jose Luis Rodriguez 
Macedo 

Re : Briefing for CNB 


Background 

Mission Statement 

Customers conduct various financial activities in the form of capital 
market investments and money market securities in banks and brokerage 
houses- 

Targef Market 

Citibank pravicJej finoi ickji ici vices lo ils global cusiomers whon induces 
thQ promotion of invostmorit activities in Mexico. To occomniociatodiTiV 

need, we employ a broad legal vehicle structure. 

Operational Controls 

To open an account for all of its clients. Citibank requires a thorough 
Customer Profile which demonstrates the client's personal data as well as 
his source of wealth. In addition to the Client Profile, the following items 
are required and monitored: 

- A signed Product Contract 

- Banking references 

- Creation of methods to identify suspicious transactions 

- Signature verification 

- A piece of identification 

Chronology of Events 

Senior Officart visit the country and inform us about clients who wish to 

invest in Mexico. 

During one of these visits, on Officer of Citibank N.Y. introduced the 
representative of their exisling client. 

This representative initiated a transaction in the form of a Cashiers Check. 
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Following the instructions from the Officer, we initiate an FX transaction 
and transferred the funds to the designated account in N.Y. 

Routinely the Officer would call and advise Mexico that a transaction 
would be initiated. 

Following our standard procedures, we review all transactions for 
compliance on an ongoing basis. 

Mexico became concerned about the frcquericy uiiU sbe of Die 
transactions. Mexico wos reassured by Citibank N.Y. that the “Know your 
Customer” guidelines were in place, had been followed , and that the 
volume of the transactions were consistent with the client's profile. 

Given this reassurance. It was concluded that the transactions were not 
of a suspicious nature and that no issue existed. 

Conclusion 

Due to recent Inquiries we have initiated a Task Force exercise to once 
again review all transactions spanning 1989-1994. 

As of today, they have identified 
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30s 

EXHiBrr# — — — 


Arijuia, 

We ire to4iy* 8 Jane 1993, crediting the Lcndoo Sturms icconat 
i/i/o USSS[004,187-37 for further credit to Conf. Oient #2’s Accounts. 

The total we have credited^ to date is as foilows: 


Of thil amount the fim DSM.9MM were need to open >n AdviMry 
Custody account managed by Peter Carruthen in London. The balance 
of the funds hare been kept On Call as instmcted by the clienL 

Please advise Sarah Sevan and Peter Carmlhen in London that the 
client wQl require USS25MM available to hhn on 30 June, 1993 when 
be intnits to visit the Confidas OlCce in Zurich. (I will be livint yon 
instructions as to what to eipect you wfU need to have ready for that 
visit later on this week), the balance ie., DSSd.TST.OSS approximately 
is to be invested by Peter Carruthers in London. 

I would appreciate your antborizing London to: 

o Place US335MM on a Money Market instniment onth 39jQne. 
and to transfer the balance to the Advisory Custody Account, cfTectTve 
9 Jane 1993. 

Many thanks lor yonr attention to thb matter. 


PRIORITY 


^ 27 May - USS 4,937,397.44 
2S May - USS 54«,697.SS 

2 June- CSS 6,220,300.00 

3 June - USS 6J27, 064.69 
-IfK- ---jfJune- OSS 5369334.31 

3 June - USS 5,006,13737 

Total 05534,724,932.17 
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FUNDS FLOW 

CONFIDENTIAL CLIENT U2 


DATE 

AMOUNT 

DESCRIPTION 

1-14-94 

3,185,328.19 

3MM London - invested for 1 month advisorv 
185,328. 19 Raul's personal a/c 

1-18-94 

5,356,281.17 

5MM to London - invested for 1 month advisory. 
356,281.17 Paulina's penonai a/c. 

1-25-94 

5,358,004.83 

5MM to London - invested with P. Camithccs 
358,004.83 Raul's personal a/c. 

1-26-94 

5,357,142.86 

5MM to London • invested with P. Camithcn 
357, 142.86 to Paulina's personal a/c. 


Total Amount $19,256,757.05 


13,000,000 to London 
1,256,757,05 to porsonal a/cs. 
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New G.T.N. 


CMNA 29-JUN-93 2.1:22:14 009865 
To: Mailey Flange (EUZRH:PBG) 

CC; Peter Carruthers (EULONiPBG) , Thomas Salmon {EU2RH;PBG), 

CC: Saraih J. Delaney (£ULON:PBG), Joanne Sciorcino (USKyCrPBGWH) , 

CC: Sarah Sevan (EULON:PBG), Gillian Mueller {EUZRH:PBG) 

From: Amy C. Elliott (USNyC:PBGWH) 

Date: TUE 29-JUN-93 21:35 G^f^ 

Subject: CONFIDENTIAL CLIENT NO. 2 


MAILEY, 


TEST WORD, INSISTS THAT WHEN TESTING FOR "AN AMOUNT* ALL AMOUNTS MENTIONED 
IN THE MESSAGE APE SUITED, AS A CONSEQUENCE, THE TOTAL OF THE TRANSFERS (534, 
724, 932.17) 

WERE ADDED TO THE S25M4, ERGO, THE $59.7l«. 

SO THAT WE ARE ALL ON BOARD, AS OF 31 MAY, CLIENT HAD THE FOLLOWING A/C’S: 


LONDON GSA #7/303626/039 

LONDON • INX. ADVISORY #7/303626/047 
LONDON FGP #7/303626/012 

CH CITIKEX PESO 


$2,015,678.75 

$4,935,897.44 

$3,120,646.23 

$2,191,919.00 


TOTAL $12,264,141.42 


THIS AMOUNT EXCLUDES THE $5, 365,697.86 TRANSFERRED MAY 28TH AND PLACED ON 
CALL IN A SEPARATE ACCOUNT BUT DOES INCLUDE THE S3»i IN LEVERAGED ASSETS. 
SUBSEQUENT 

TO THIS WE TRANSFERRED $24, 421,336.87 IN JUNE. 


THE CLIENT NOW REQUIRES S20rt4 WHICH LEAVES US APPROXIMATELY S9.81*! "TO BE 
INVESTED" . HE AS WELL WOULD LIKE TO FURTHER LEVERAGE THE ACCOUNT $5-10PW. 


MAILEY, I AM FAXING TO YOU TONIGHT A LETTER REGARDING HIS INVESTMENTS FOR YOU 
(OR WHOMEVER IN CONFIDAS) TO REVIEW WITH HIM TCMDRROW, AND A LETTER TO CONFIDAS 
FOR HIM TO SIQJ CONFIRMING THE RECEIPT OF THE TRANSFERS, THE BALANCES ON 
HIS ACCOUNTS, AND REQUESTING THAT YOU FURTHER LEVERAGE HIS ACCOUNTS ANOTHER 
S5»4. YOU SHOULD BE AWARE THAT HE WILL ASK YOU TO ACKNOWLEDGE AND CONFIRM 
THE INFOPKATICN IN TEE LETTER AND WILL REQUIRE A COPY FOR HIS RECORDS. 


THIS ACCOUNT IS TURNING INTO AN EXCITING PROFITABLE CNE FOR US ALL MANY 
THANKS FOR MAKING ME LOOK GOOD . 

VERY BEST REGARDS, 


AMY, 


Delivered: TUE 29-JUN-1993 21:35 atT 


1/7/93 


1 
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Author: fleischmana-Wilkins «c SWITZE31LAND 

Dace: 1/31/95 10:38 AM 

Priority: Normal 

TO: Amy C. Blliocc at OECPoscmascer 
Subject: CONTIDZNTIAI. M 2 

...................... Message Concents 


DEAR AMY: 


CONTIDENTIAIj # 2 TELEPHONED MB YESTERDAY. HE WANTED TO TRANSACT SMM 
HE TRIED TO REACH YOU BUT YOU WERE NOT IN THE OmCE. PLEASE rtr.T , mB 
ASAP TO DISCUSS. FUNDS ARE BEING TRANSFERRED TO JULIUS BAER HE ASKED 
FROM THE LARGEST ACCOUNT. SHALL WB INSTRUCT LONDON. AND THAN HE 
INDICATED HE HANTS THE FUNDS TO REACH ITS DESTINATION TROUGH ANOT H ER 
BANK. WHIQJ? OTHERWISE I HILL TRY TO BERffl YOU AROUND 15:00 OUR TIME, 


SALUDOS, 

ARIANA 
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Aucfior; SCZORTINO jaWOJSrTOOaOACCOA'XS at DECPOscmaster 
Data: 1/31/35 3:1* E« 

Priority: Normal 

TO: Ariaoa riaiachraann-willcina at SKTTZERLAKD 
CC: ELLIOTT AMT C'.®TOOOO«CCGAT3 at DECPostmaster 
CC: BEVAN SAJIA}»T0000«CCGATB at DECPOStmaster 
Subject: CC i2 

— — — Masaaga Contents ---- 


AJUAHA. 


TO CONTIRM OOR TELEPHONE CONVESSATTCN OF TODAY. 


THE MECHANISM TO CCKPLT WITH THE CLIENT’S INSTROCITONS REGARDING THE $S}« 
TRANSFER IS AS FOLLOWS: 


LONDON WILL TRANSFER SS»{ TO OUR PTA FOR VALUE 2/1/35 

KB WILL IN TURN TRANSFER THE MONEY VTA CHASE MANHATTAN BANX, NY FOR A/C 
S 001-1-79957* I/N/0 JULIUS BAER BANK FOR FURTHER CREDIT TO ODR CLIENT. 

THIS IS NECESSARY SINCE IN ORDER TO EFFECT THE TRANSFER IN DOLLARS IT MUST 
BE MADS THROUGH THE NEW YORE CORRESPONDENT OP BANK JULIUS BAER, SWITZ. 

REGARDS, 

JOANNE 


CB02341 3 
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J<uiiu]y'3 


^^mz/zce SfSaf. 


RETTERGASSE 9-11, £0. BOX Ul. CH4027 ZURICH. TELEPHONE 01/205 79 79. TELEX *23 923. TELEFAX 01 / 241 &3 56 


Time; 16:00 January 30, 1995 

Re; Confidential Client M2 - CM 4730 

Client called, Clark recorgnized his voice and myself as well, continued to proceed 
with confidentiality rules. After the code was given, and I gave consent of recognition 
the client proceeded to request that USD 5MM would be transferred through another 
bank to Julius Baer. I told him we would need as usual a clear client instruction in 
English so we can signature veriiy. He also mentioned he would contact Amy Elliott. 
Client said he did not like to send faxes to Amy Elliott. Fax received on January 3 1 , 
1995. 

aiw 
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Telefax to: 

Ariana Fleischmann 
Confldas 

Fax #: 

011-41-1-205-7273 

From: 

Amy Elliott 

Fax #: 

212-759-5078 

Date: 

15 November, 1995 

Subject: 

ecu 2 

# of pages: 

3 (including this one) 


,Ariana. 

i am enclosing the informaticin you requested from us. I would like to point out that one 
of the debits, namely the one for USS 13 1,664.20, eventually .made it into her DDA with 
us in New York. At the time, both her personal account as well as his. were in a 
combined overdraft state, and the primary client asked me to bring in enough funds to 
cover the e.xpenses ! paid for on a yearly basis. Thus, the funds were brought in to the 
PTA, and from there credited to her account. 

The details of the other transfers are included in the 2 pages attached. 

Feel free to cal! me if you have any questions. 

Thanks and best regards. 



CB0071 80 
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RECAP OF TRANSACTIONS FOR CC #2 
CREDITS RECEIVED 


Date Amount 

April 26. 1996 USD 20,000.000 

FUNDS TRANSFERRED OUT 
Date Amount 

Januaiy 6. 1994 S13 1.664,20 

April 14, 1994 SS.OOO.OOO 


April 27, 1994 $2,000,000 

Sept 22, 1994 $18,000 

Oct 31, 1994 $250,000 


Source 

Invermexico USA Inc. 
by order: Invermexico, USA 


Destination 


DDA A/C #10301237 

Bk of America, La Jolla Ca 
A/C 13610-60375 
i/n/o Money Mkt Cash 
Maximizer 

Bk One Texas, San Antonio 
A/C 963 606 4108 
Intercontinental Ftn'l Services 
For Credit to Blue Inc 

correction of error in amt credited 

Argentbank, Thibodaux Louisiana 
A/C 10004386 
Guardian ihfl Bank 
Ref: Lorena Rubakava #26232 


f R n n 7 1 8 1 
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Nov. U, 1994 SI, 750, 000 Bk of .America, NY 

A/C 1022016 

for Credit to Diane Infl Holding 
■A/C MI266850^ 

Jan 3 1,1995 55,000,000 S4.6MM Chase Manhattan Bk 

a/c 001-1-799574 
Bk Julius Baer, Switz 
Ref 80933 

S400M Chase Manhattan Bk 
a/c 001-1-799574 
Bk Julius Baer, Switz 
Ref 80942 
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November H. !995 

Amy EilioU 
Citibank N.A. 

New Ytirk 


R«: Confidcnflai C!i«nt # 2 


As per client instruction please provick us with the following informitian; 


A, OKic;rN OF THE FOLLOWING CREDITS rfa::f:ived within thf. following 

ACCOUNTS: 



A/C NUMBER 

D/M/Y 

amount 

1. 

a/c 303625 

15/6/92 

USD 2,000,000.- (Initial Funding) 

2. 

a/c 129637 

20/10/92 

USD 1,019.7.57.10 (Citimex) 

3. 

a/c 303626 

25^3/93 

USO].0O0,0O0.-(?GP) 

4. 

jt/c 303626 

20/5/93 

U.SD 2.0 1 7,937.22 (lA) - 

5. 

a/c 303626 

28/.1/93 

USD 4,935,897.44 (Gall account) 

6. 

a/c 303626 

.3/6/93 

USD 5,365,697,86 (Cal! account) 

7. 

a/c 303626 

4/6/93 

USD 6.220.800.- (Call account) 

K. 

.Vc 303626 

7/6/93 

USD 6,227,054.69 (Call account) 

9, 

a/c 303626 

9/6633 

USD 6.969,384.87 (Call account) 

!0. 

a/c 303626 

9/6/93 

USD 5,0(M. 1 87.37 (Cal) account) 

n. 

h/c 30.3626 

22/9/9.3 

USD 3,000.000.- (SBC) 

12. 

a/c 1296.37 

3/12/93 

USD 2,130,539.19 (Cllivcnlun; H) 

13. 

a/c 303626 

]9/L'94 

USD 3,000,000.. (Fid. Place.) - ' 

14, 

a/c 30,3626 

20/Iy94 

USD 5,000.000.- 0 A) H '/ •: 

15. 

a/c 303626 

.31/1/94 

USD 5,000.000.. (lA) 

16. 

a/c 303626 

14/4/94 

USD 5.000.000.- (lA) . ^ - a « - 

17. 

a/c 129637 

2<./4/94 

USD 20,000.000.- ,-.. N 

R. 

EXPLANATION OF DESTINATION OF OUTGOING FUNDS TRANSFERRED 'I 
THE NF.W YORK n A ACCOUNT, AS FOLLOWS: 

1. 

a/c 129537 

6/1/94 

USD 131.fiM.20 V- _ ' 

2. 

a/c .30.3626 

14/4/94 

USD 5.000.000.- - i - r ■ ' 

3. 

a/c 303626 

27/4/94 

USD 2,000,000.- - t ^ 

4. 

a/c3Q3626 

22/9/94 

USD 18,000.- w^-c. •-.* • 

5. 

a/c 303626 

31/10/94 

USD25C.OOO.. lt: , : .;t : - 

6. 

a/c 303626 

4/n/94 

USD 1.7.50,000.- 

7, 

a/c 303626 

3I/I/V5 

USD 5,000,000.- 

For and on behalf ofTrocca 

Limited 




BRENNAN LliVUTEO 



TYLER LIMI FED 



Ariana Flcischmann 


7 A 7-3 
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I $pim EAST REGIONAL CRIME SQV, 

]mro*7^3iu Ki vr . T ax roucxAtx>^<)ri*iil>oueisi:fr2tx.<>An*Mf^mmi*,*mtsf. imx iri m «VXX.i^ ^ 

-I ; T«Aii«»V:^£uyia;*Mf*W*li»viUEsr.«»T,»t*»«S,W»ea^*xrjUCAjii«cr^ 


' k- ClJi.feKi 


Yaar XcAraax : 

■ I ; 


Mr GOMEZ . 
■McjdaaiiErobauy 
-42 Hcrtftaid ^Street 
Londofl:'Vtfiy TTF 


iWiyv.Jcljswce to your; request for asastant; 
eoBodiBg the case of SALINAS. As you are r 
UiB^'iniaccotrSaiietwith your request. 

Asxotiit !}<»6SS was opened on or about 27 AS 
.,.^APJ«ASJ.^ -Raul SaJmM & CORTA.RI « 

‘ Atfeai_pys®i(tia£ Castiaofl. Tbe mailing at 
"«aS 278501. ResiOesice address gt 
'*1 In December 19P4 The 

Avenqd-^isprTG New yoric NV 10021 USA.,' 
adults. IThe account was funded by a credit of 1 
about 3 September 1995.' The funds were 
LTstruciions to liquidate the sceognt were recaS 




(KitS^ 
Spring CaijdMe 
TUxHrUiStrWt 
‘ LocdooSElito 

i.ih;a». tri arattjriw 

Six mtJlItMt] 


2 February 1996 


the Mutual Legal: Assistance Treaty; 
; 1 have condiiCtEsi csiquirics at Citibank in 


1993 in tbe name of Eaulina Castanpo dc 
jgust for Paulina Diaz^Xdaa Cast^isM and: 
was givea as 30t East La Vista, Uailj 32 
1 was Pasco de la RefOrma 1765, Meaico 
iling address was aimnended to S25 Fifth 
Mries to the aceotart_w«ejBbigLOf ihe 
,000,000 or 

ly di^ursedwtih’mo'^arher crealis uiitsl 
■ ii-sriuneisss. ' i 


?8^ane^^®in the name ,of TROCCA Wd. 
Inccrpbrpcrated in Cayman Islands oni2i; 
"“NAT INVESTMENTS S.A.(DONA)T),' 
and arrCHCCJCK INVESTMSt^ 
ama-Cofttrol of TROCCA has beca 
BKiiNNAN LtdCBKENNAN) acting as 
'ary, both comoanies having 
is alraiflistered by Cosfidas Fina^ 

. wbosc empioyeci ana able to sign 
wa'^flic signatOTKS of account 303626 to 
m-pany atfifiatcd to Citibinic. Ttns arsangetnent, 

i nwtv-wrwv * w.r -.J VTO lain. 


rapame 


Account 303626 was opened on o^a^; 

CTROGCaI), JROCCA is stated to be'a <x 
|T{oviThberl.-t990y Tbe dirsotors of TROCC, 

Madeleine “investments s.a.ima: 

S.A.fHJTGHCOClO, companies moirpoi 
delegated by Uie, tiireetou to two further 
pre^estj jaad TYI-ER -LtdifryLER) act 
ineorpdnued in Georgetown, Cayman Isla-n 
et PtoceAqnt S.A. (CONFIDAS) in Zurid 
jointly oij behalt of BRENNAN and TYLERl 

the employees CtMtfidas. Confldas is a c—_, _ , 

using thd services of DONAT MADELEINE HITCHCOCK BRENN^ and TYLER ts 
same forbjany of tic cli^ts of Coofidas and has not been set up specifically for this cheotj 

ucoimt b©3626 has a niimber of laib bccoonts which are utilised by the bani: to cSect ctrolr^ 
over tbciinYcsnaeait The account has new been liquidated and the bani- holds some US 
522,000,000. Ttanpears dial over uS -$66,000,000 has been credited to the secount ^ilst « 
eperared.; The majority of ftinds were credited to die account from Cidtank New York, the 
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z^uncn, umoanjc awitzerianci i^iuoanx rvew Tort, 51K- JScnaitTiauscn and SBC Zurich. i 




hsSKtfJ: 
n thoiisiiir This ^11 : 
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Senate Permanent SubcommittBO 
on Invest^atlons 


EXHlBfT#. 


30t . 


memo tTtXW 0««K 0< 

LAWRENCE M. LEVINE 

11/23/92 


Reynaldo , 

As per our new PTA procedures, che accached represencs 
chose clients Identified as requiring Che use of the 
PTA (10714488). Ve are continuing to open new Transacclon 
Accounts (67 In October) and chls will continue to reduce 
PTA usage. Usage for Hitch Heller’s Brazilian accounts are 
prlaarlly on Incoming funds, and che procedures associated 
with these transactions have been reviewed and agreed to by 
both Mitch and CDS. 

Please let me know If you have any Issues with che attached. 

Regirds^ 



Ce024896 
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MEMORANDUM 

TO; ELEANOR FERRARO 
FROM; JOANNE JCIORTINO 
DATE: SEPTEMBER 17, 1992 

RE; approved pta list for expense code 7989 


The following clients 
account 10714488. 


will 


continue 


to need to access 


PTA 




redacted 




ujj_ O^t / ^ 






o 






■3.3t 
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MEMORANOLTK 
TC: ELEANOR FERRARO 

FROM: JOAMNE SCIORTINO 
CATE: SEPTEMBER 17, 1992 

R£: APPROVED PTA LIST FOR EXPENSE CODE 461 and 553 


The following clients will continue to need to access PTA 
account 10714488 . 


redacted redacted 

redacted redacted 










^idacti 
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KEMCRJ^DUM 

TO; ELEANOR FERJURO 
FROM: JOAKNE SCIORTINO 

DATE: SEPTEMBER 11, 1992 

RE: APPROVED PTA LIST FOR EXPENSE CODE 97 





Th« following clients will continue to need to access PTA 
account 10714488. 


m^TED 


REDACTED 


REDACTED 


Citibank Zurich 


All Of these represent vezry large, important clients that 
receive funds transfers directly through the PTA or require "r.e 
PTA in order to pay bills, move money between accounts etc.. 
They are either very concerned about confidentiality or 
fiduciary products with other parts of Citibank. 


3.ai 
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HEMORAHOUM 

TO. LARRY LEVINE 

CC; ELLIS FEP.RARC i JOANNE SCIORTINO 

FRGHi ROBERT HEHH 
RE. ?TA 

OATSi SEPTEHSER 30. 1992 


In reference to your tneito dated on August I7th. we detail below 
our usage o£ tne Pending Transaction Account baslcaliyi 

P e rnanent Instructions 

redactedredacted 
REDACTED bEDACTED 

Occasional 

I: The PTA Is used t r ansae tlonal ly when funds are received for a 

new account for which a number is not yet available. 

2i When opening an MT or a PIC. and the client has no ODA. the 
amount is temporally deposited in the PTA. 

uses the PTA. 

it is a good tool to serve our clients 
processes. 


The On-Shcre office seldom 


We believe, however, that 
and serves to expedite our 


Best regards. 




CB024900 
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MEMO TO: Lawrence M. Levine 
FROM: Roberto Rivera 
DATE: October 5, 1992 
SUBJECT: PTA USAGE 


The following is a list of LACA clients that we wish to continue using PTA 10714 488 

CAMS NO. TITLE 



cc; F. Gilsdorf 
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Memorandum to: Lawrence Levine 

re: Use of PTA for Designated Clients 
date: November 23, 1992 

Please use this memo as your authorization to permit transactions 
to flow through the PBG-WH Pending Transaction Account. The 
following clients have requested strict confidentiality 
transactions . 


all 


Name 


CA21S I 


BEDACTED pgoyi.c'TED 
bedactbd bedacted 


occasionally w. rec.lvs specific r.qussts that outgoing funds not 
bridentiflL to a nan.d account and v. will continu. to us. tne 
PTA for those special circumstances. 

Regards. 



■J3\ 


[B024902 



PTA CLIENTS 





HiOS 



TAMS * 


REDACTED 


KEDACTED REDACTED 


REDACTED 
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MEMO TO: Christopher Barron 
Kar Wah Chan 
Steve Fee 
Mako Obara 
W. C. Yung 

1 ■ 

FROM: Edward J. Kowalcyk ; 
DATE: September 25, 1992 
SUBJECT: Client Informicion/Profiles 


rurther to our recent Policy Committee conversation on the above topic, I enclose 
recent LAM and EMEA directives regarding Client Information and Profiles. 
■Members of your staff have been working on the Client Non-Financial Itirormation 
and E.xit InceMew Task Force, and Reynaldo's note shows the result of that effort. 
With client information and profiles remaining such an important issue, I would 
encourage you to adopt either platform, but understand that we must improve our 
performance in this area. 


cncs, 

cc, G.E. .Montero 

R. Figueiredo 

S. .Moliica 
G. Best 

P. Sperling 
M. Kelsey 
L. Levine 


CB014628 
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CMNX 15-SEP-S2 16:34:23 017408 

To; LAM DIRECT (LIST:) 

CC: M. Carmen Butler (USKVC:P3GWH) , Pedro Guerra {CESAO: FBG- , 

CC: Larry W. Ingraham (CSCYB:P2G), Dave Jones (USWC:PBG), 

DC: Edward Kovalcyk (USNYC:F3GWHj , Jose Carlos Quintela (C3 SAO:Pbg) ' 

CC: David J. Tristram Smith fl’SNYC:FBG) , David A. Tremdiay (USHYC:?bg' 

CC; Jean-Pierre Zeicer {CSHYC;P3G) 

From: Reynaldo Figueiredo (USNYC:FBGW0 

Date: TUE 15-SEP-32 16:34 GMT 

Subject: Client Information — Policy « Procedures 

As you will recall, we discussed on several occasions ways of using CAMS as cur 
principal client infortiation systsa. The need for having one standard systeo 
that permits the storage, update and retrieval of non-Cinancial information has 
been further exacerbated when Private Bankers resigned from the bank without 
leaving behind adequate information for their replacement tc start working 
efficiently with clients. 

Simple processes and procedures have been developed which should allow us tc use 
CAMS both offshore and onshore while ensuring confidentiality. In addition,, r 
have established the policy below which I expect each one of you to enforce 
throughout your area cf responsibility. 


INTRODUCTION 

CAMS entails two broad types of information: 

(a) Non-Financial , Private Banker-driven (screens through #5), including 
Name & Special Attention, Client's Confidential Addresses, General Client 
Information, Client Business/ Background, Client Strategy/Heetings . 

(b) Other screens, including Product Balances and Transactions (CDS-driven) . 

POLICY 

It is Managenent Policy that: 

CAMS be used as the primary vehicle to store and document clients* 
non-financial data. 

- Such data be accessible in the onshore offices exclusively for those clients 
who have an onshore service relationship and in a highly restricted and secured 
manner only, so as to prevent unauthorized access to it by internal and/or 
external parties. 

Private Bankers be accountable for reviewing, at least once a year, such 
infonr.ation relevant to their clients and ensure that it is as complete and 
up-dated as possible. 

WH compliance Department will audit CAMS files to assess compliance with the 
above. 

- No information will foe accessed onshore in tire case a client objects to it 
or has expressed a desire tc maintain head office contact only. ■ 

This policy and related processes s procedures can only be amended or exceptions 
made to it by LAM's Business Manager or higher management. 

PROCESSES & PROCEDURES 

(1) Country Managers/Investment Center .Managers will ensure that Private 
Bankers onshore and offshore (all U.S. offices) will complete client information 
screens si through S5. 

(2) Offshore Private Bankers will access 'those screens using their current 

CB0I4629 



365 


pabswori restricted to their own expense code or expense code group. 

(3) ■ Onshore Private Bankers will be nominated by the respective Country 
Managers for issuance of CAMS passwords allowing them to access their respective 
expense cedes from' onshore offices. LAM’s Business Manager will approve, 
individually, such nominations before passwords are issued by CDS. 

(4) Passwords will be renewed each month by COS or every time a personnel 
change requires it. CDS may immediately suspend any such password at Country 
Manager's or higher management's request. 

(5) CAMS PASSWORDS ISSUED BY CDS TO PRIVATE BANKERS (ONSHORE AND OFFSHORE) 

MUST REMAIN CONFIDENTIAL AND WILL UNDER NO CIRCOMSTANCES BE SHARED BY HOLDER 
WITH A.NYONE. 

(6) Onshore Private Bankers with passwords will be able to consult oh-screan 
non-f inanciai client information. Policy mandates that no such screen will be 
printed locally. 

(7) The Country Managers will be provided by Pedro Guerra with the necessary 
software to implement (S) above. Procedures for password issuance & renewals 
will be developed by Guerra in conjunction with CDS (David Smith) . 

(S) Screens =1 and ‘-2 should NOT be input to CAMS for ary Trust and/or PIC 
account. Client contact information for such accounts will be exclusively 
maintained in TRUMPS C(B)L system in Nassau/Cayman. It will be C{B)L 
responsibility to keep this information up-to-date and to regularly sollicit any 
relevant input from Private Bankers to that effect, 

9) No linkage with C(B)L or C(C) L- accounts is permitted in CAMS nor-f inanciai 
screens. 

TARGETS 

I am asking each Country Managers and/or Investment Center Manager to ensure 
that the following target dates are being met for all clients under their 
managerial responsibility: clients who have account with title in their own 
nime: screens ^1 and =2 must be inpu-' :..'.to CAMS by 12/1/92 for all clients. 
Screens =3 through 55 will be input: 

- Top 20 ciients/Private Banker, byl2/l/92. 

Remaining clients, (except select), by 4/1/93 
Select clients, by 6/30/S3 

I am also asking each Country Manager and/or Investment Center Manager to^ 
forward to my attention, no later than 9/30/92, a consolidated plan covering 
their entire area of responsibility and indicating the schedule of their^ 
reviews, i.e. what Private Banker will be reviewed by whom and when. This 
exercise should take place at least once a year thereafter. 

I am taking this matter extremely seriously, and I am asking you, in turn, to 
exercise your full managerial authority in getting this job done. 

Please let me )cnow if you have any questions. 


Regards, 


Reynaldo 


CB0I4630 
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MEHORAKDOM 


TO: ALL OJflT HEADS AITO PRIVATE BANEERS 

JCEXICO - TEAK 

EROK: albert KISAK 

DATE: JAMDASX 22, 1993 

SUBJECT: HEW ACCODHTS / DUE DltlSEKCE 

Although I aa aware that all Private BasRers have been 
conscientious about “compliance", please find listed below a 
guide which must be follerwod when prospecting for new clients, 
and establishing accounts: 


* Know your customer: Interview personally the individual 

who will be the prineiDal of the new sconimt/relationeHip. 

* Ensure that all the necessary documentation has been 
delivered and signed by the princlpel, prior, to establishing 
account . 

* Ensure that you are satisfied that the origin of the 
funds being deposited cone from a lagit-inuii-* activity/eouroo, 

* Obtain two conercial referonceE, which nay be either 
internel or ttarcem,*': , wniee you rear olli eenSlm repreaerlOationS 
made by the individual {when appropriate) . 

* on a best effort's basis, verify if individual had a prior 
relationship with CitibanX, and what was the experience. 

* Obtain two banking references. 

* Prepare a client profile to be included as part of ' the 
documentation required to establish the account/relationship. 
(CA21S Screen 1 - S) 

* Although the above should serve as a guideline, good old 
fashioned' common sense should prevail in dealing vith^ this 
eubject, identifying "red flage* if they exist. (Inconsistent 
r epres entations, voluas. of initial depotit, — unclear activity, 
fronting) - 

* This listing is supplementary to the "Client Acceptance 
Policy" applicable to PBO - WH described in memo from G. Edward 
Hor.tero of 09/27/91. 



CB0 15410 




367 



The Citibank Private Bank i 

Western Hemisphere Division | 

Memorandum to: 

Reynaldo Figueiredo, Kar Wah Chan 

Mako Obara, Sal Mollica 

cc: 

G. Edward Montero, Chris Barron 

Gordon Best, Steve Fee 

Peter Sperling, Christine Nolle 

Nancy Walcott, Nick Jarostcljiuk 

From: 

Edward J. Kowalcyk^" \i ^ 

Account Acceptano6/Knov/ Your Customer 

BR&C Review 

Re; 

Date: 

March 11, 1993 


Tne results of the attached BR&C review of Account Acceptance/Know Your 
Customer documentation were poor. 

The review focused on files which were tracked against long standing Client 
Acceptance Criteria, Documentation and Reference policies, and the more 
recent, late 1992 Figueiredo/Mollica profiling directives and EMI standards for 
suitability/olient risk profiles. 

Cleariy client suitability is the watchword for Western Hemisphere in 1993, We 
need to be above standard in being able to produce documented (CAMS 1- 
S/Paradox) proof of client due diligence/general background information, plus 
the newer suitability issues covering client risk tolerance, financial condition, 
prior experience, appetite and understanding of risks (issuer, sovereign, market, 
crossborder, liquidity, etc.). Once established, the sales management process 
needs to review transaction data on a weekly/monthly basis to ensure client 
objective/product consistency. We all agree that a 'conservative' client can 
have a portion of their assets in high risk products, but we also al! agree that the 
private banker and unit head must have documentation/processes to support 
this type of situation. 
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Again, client information and suitability needs to be baked into the CAMS 1-5 {or 
Paradox) forms. The information needs to be neat, clear, accurate, informative 
and descriptive as to the risk elements listed above and clearly outlined in the 
EMI suitability checklist. On the other hand, profiles should not contain 
information which could harm the client or cause embarrassment to the 
institution. 

This BR&C report is consistent with results delivered by Bill Jones, responding to 
EMI Securities Support Unit procedures. Corporate Audit is also reviewing 
specific EMI related documentation issues at this time. 

Asia Pacific and lACA did not supply us with documents to review. 

Separately, Reynaldo, Albert Misan and the other Country Managers are working 
on a collective weekly/monthly private banker/unit head sales management 
review process. They are near completion and I urge the other Business 
Managers to review this process with an eye toward adopting these or similar 
processes. 

Also, Product Management has agreed to initiate an effort with Sales to develop 
a more interactive profile (ideally covering background and suitability issues (and 
objective setting?). Once developed and client data loaded, the system should 
provide much needed analysis capability. 

This is the first of many reports which I will share with you this year. Any 
feedback would be helpful to me and my team members. 


End; 
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BUSINKSS RISK AND COMPLIANCE UNIT 


MEMORANDUM TO ; EDWARD J . KOWALCYK 


SUBJECT; 


ACCOUNT ACCBPTANCE/KNOW YOUR CUSTOMER 


A preliminary review was made of thirty-one accounts (31) for 
Account Acceptance - Client Suitability. These accounts, selected 
at random represented the following units; 

Latin America 21 Accounts 
BMEA 5 Accounts 
Japan S Accounts 

Printouts, or listing of accounts were received from the 
aforementioned units, but were not received from the Asia Pacific, 
and lACA Units. I visited Donna Leong, A/P, and Roberto Rivera, 
lACA, on two occasions, and gave them copies of your memo dated 
September 25 , 1992, and relative memoranda from Reynaldo Figueiredo 
and Sal Mollica. 

Donna is on a business trip for the next four weeks and Bob Rivera 
has recently transferred to the Citibank Global Asset Management 
Group, I will follow up with Donna upon her return. Rick Gilsdorf 
has stated that he is updating the lACA’s profiles and he has since 
supplied me with a listing of their accounts. (He indicated that 
CAMS Screen 1 through 3 may be partially complete, but temporary 
personnel may be hired to input Screens 4 and 5.) 

Thi;ee steps were used in determine whether or not the client 
information system is current. 

(A) CAMS Screens 1 through 5 were reviewed. 

(B) The files in CDS were checked for documentation, and 
references. 

(C) The client files were reviewed for informafion not found 
in A & 5. 


The criteria used for this review included. 

• Description of documents to identify the client 

• Source of Funds 

• References . . 

• General background information, i.e. business or profession, 
etc. 

• Bank Documentation 

The results appear to be hit and miss. 
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Three of the thirty-one (31) accounts were either Managed Pics cr a 

Model Trust. Of the remaining twenty-eight accounts; 

. 10% had references on file, 32% of references were waived and 

58% of the references were not on file. Note: A number of 

accounts whose references are not on file, were opened years 
ago, and either the references were not lodged properly, or they 
were waived as not one of these accounts appear on the latest 
missing/incamplete Dociuaentation Aging Report. 

• 18% had the source of funds indicated on the opening 
applications . 

. 50% had information identifying the client (Passport, Drivers 

ID) , which were found on the BAA'S. 

. 71 % had the information regarding the client's business, some 

were on CAMS, and others on BAA's. 

• Although 39% had information on CAMS Screens 1 through 5 and the 
remaining 61% had partial information, the information contained 
did not sufficiently meet the suitability criteria. 


See attached charts regarding breakdown of the review. 
RECOMKBNDATION! 

CAMS Screens as intended to support Client Suitability have to be 
enhanced i.e. system enhancement or information needed for 
Acceptance Suitability Chec)c provided in a free format. 

Next week I will start the second p.hase of this exercise by 
reviewing approximately twenty ( 20 ) accounts which opened during 
January 1993. This review may give us a clearer picture as to 
whether or not the Account Acceptance Policy is being followed. 



March 10, 1993 


Attachment 


cc: N. Jarostchuk 
N. Halcott 


186 .doc 
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QfKA a-DEC-93 20:13:47 023001 
Kar Wa-h- Chan {A?HKG;?3G), Salvacore Mcilica, {USJfYC;?3G) , 

•; Mako Ohara (USNYC:PBG>?K} , Henry Keller (tJ5NYC:?3GWH} , 

.o: Albert: Misan (CSMHX: LAGF) , Javier M Crespo (CS3Ui:LAGr} , 

To: Kachy Waldron (JSMIA; ?3G) , Jase Luis Daly {CS'VMI : ?3G) , 

Go: Mircheii S. Heller (tJSNYC;P3GWH} , Anccr.io Carlos Coroese (CSSAC 

Go: Da%'id A. Tremblay (USNYC: P8G} , Steven. Fee (CSMIA:?3G} 

CC; Oliver C. Scholle (USNYC : PBGWK) , Edward Kcwaicyk ( uS>rYC': =3GWH1 , 

CC: Chriscine A. Nolce {ySJTYC:P3GWH) 

From: G . Edward McnCero {USNYC: P3GWHI 

Dace; WFD Qa-DEC-93 20:20 GMT 

Subject ; Client Prof ils/Suicability/Salea Practices 


The following was decided in the LAM Country Head meeting 
November 22-23, vis-a-vis completion of CAMS 1-5 for your area: 

Due DECEMBER 31, 1993 

All clients over Sl.OMM by AUM 

All clients having EMI and Derivative Products 

Due FEBRUARY 18, 1994 

All clients over S5QCM by ALTK 

..a CUKE 30, 1994 

Remaining client base 

As a. guide, you should refer to the November 1 Suitability and 
Sales Practices policy statement and have the Private Bankers 
demonscraca their knowledge of the client. In general, the 
documentation required is the basic CAMS Screens 1-5 which 
includes client information such as complete faraily and 
business background and financial condition/net worth. .Also, 
you should include in the free form areas, "suitability" type 
of information 'Istch as the customer’s overall expresied 
iTiVestment objectives, risk tolerance and prior transaction 
ejcperience. If the client expresses interest in a particular 
product sec, ensure that they are aware of the aaicciated 
risks. 

Since our meecing, I have decided to simplify the policy and 
hold you, as the Manager, directly accountable for the adherence 
to policy by your staff. Year end bonuses for each Oi. you w_ll 
• held for non-corrrpleticn of this assignment in Che required 
ne frame. You must attest to the satisfactory completion of 
w..e above by December 31. 
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;U.l ajid Tnisc beneficial clienc relaced informacion should 
h- recorded and ulcimacely housed wich C(3)L in the Trurrps 
jcem. 


Under separate cover, I will include a recent draft of a 
client suitability guide which can be coupled with the CAMS 
screens . 

We all agreed this is a very iopcrtant topic requiring our 
full attention. 

Thanks , 

Ed 


Delivered: WI:d Q8-DEC-1953 20:20 GMT 
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REVIEW OF THB MEXICO ONSHORE QFFICS 
Jtnuiry 24 - 21, 199^ 


We reviewed SO individull iceount relationjhipi with AUM’S over » million 
in which we found the following; 

1) A total of 12 need more informition on lereem 1 through 3. 
e.g, telephone numberj, complete iddrejiee ind totii networth 

2) A totii of 33 need more informition iccording to the new jtrueture of 
completing icreeni 4 end i, 

e.g. the lource of wealth it not deicribed in enough detail and the length 
timeof the relationship. 


3) A total of 2 did not have any information. 


An issue to discuss in more detail, is the information input of CAMS 1 . S 
for fiduciary vehicles. We noticed thit different offices hsve different 
interpretations of the information naeeded.. 

Mexico and Houston hsve input the Bahamas sddress, telephone numbers, 
investment strategy and networth. Of three fiduciary screens reviewed, it was 
only stated on screen i that it was a C(B)L managed secount. 


WEEKLY QD'S 


Six weekly overdraft reports were reviewed. They were eorreetly completed, 
with the appropriate signatures snd expisnations to ail of the overdrafts. 

A potential probiem could be the 177 day overdraft l/a/o USI15.I06. 16. 

This was due to the monthly credit card bill. Client and Private Banker estimate 
covering the o,d. by 1/31/94, 
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DAILY OP’S 


The o.d.'s in New York ire completed by the Service Oflicers end then 
approved by the Private Benkeri.. A credit oflReer reviews end ipproves the 
report daily. It is then sent to the workstation. 

No copy is kept on file in the marketing area. 


VERBAL INSTRUCTIONS 


All lliice Oei vice Ontccia weic k.cc{jiiig « »oib«I inau uwlik^ii Iwa- Tlit OTM 
had a copy of the previous months, they were not approved and signed. Upon 
review of the ATE verbal list we found that 4 transactions were not reponed in 
the verbal log, due to the fact that they were transactions for over USSIMM and 
we only had a fax to work with. 


FILING REVIEW 


We attempted to review 50 files. 

We found that 301^ was filed and the rest was not. This is a problem 
because the work is not consolidated and difficult to review. 

By comparing the different office technics, we suggest a resolution to this 
problem would be to hire a temp once a month, to complete the filing. 

Our reasoning is that due to the daily workload, there is not enough time to 
file consciously and careftilly. 

As we could not review all files by name, we reviewed 30 files and the 
November - December pending filing. 
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- 3 - 


Of the 30 files, 20 were iniiividuals and 10 were fiduciary accounts. We 
found th»t the 20 individuelj were in order, end th»t seven of the 10 fiduciery files 
had linkages between the settler and trust. One original Model Trust Agreement 
was also found. 

On she pending filing we found that there were 4 origins! letters of 
instruction from the client for C{B)L. These leneri should have already been sent 
to C(B)L. 


40 transactions were reviewed for the months ofNovemhef and December 
1993 . 

The authorization levels were excellent, those for msnusi trsnssettoas snd 
ATE. 

We found 1 1 funds transfers that either did net have the signature 
verification or the EPfD, or both. 

In regard to Standing Instructions, most of them need to be up-dated as they 
were drafted a long time ago, when EPID and aignature verification were not in 
place. 

Upon review of the November December transactions we noticed many CSI 
checks issued for services e.g.. telephone, electricity, etc. The dollar amounts were 
low, they were not listed oa the verbal log, nor did we find a tetter of instructions 
or hill paying agreement. 


The reports are held by the STM but not all of them era signed by the Service 
Officer responsible for the transactions. 
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nnrTTMKNTATTnN nFFTrrPNrrps 


As of Januiry there ire 11 credit deficiencies 3 of which ire C(B)L's. The 
oldest one is 457 days old and is missing a signature on the General Resolution. 

Also as of January 94 there are 15 banking deficiencies. 


SUMMARY 


After reviewing the daily transactions, we feel that the New York Onshore office 
is generally following compliance procedures There are some issues that need to 
be addressed as per our observations above described. 
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THIS RAKG5 HAS BSZN KSDACTHD. 


C 802491 7 - CB'024945 



Name: 
full Hame: 

Expense Code: 974 
CouiTCry code: 317 0 

Credit Cards: 


Other PBG Contacts: 
Special Attention: 


SALINAS 

PAULINA CASTANON DE SALINAS 

NC Code: -N MGR: ACE Special Coding: 

Country Narse; MEXICO 

AMEX[ } MasterCardC ] PrefViSA[ ] BankAmericard; i 
Carte Blanche^ 1 Dinersf } VISA[ ] Bill Paying( i 


Next Screen: 


Fort 


Password: 



384 


9308:5 PAULINA CASTANON DE SALINAS 
Confidential First Residence: Telephcne/Tel ex/ Cable : 


Confidential Second Residence: 


Talepb.cna/Telex/Cable: 


Confidential Business Address: 


Telephcne/Telex/Cable: 


Next Screen; For: 


Password: 
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Business . oaz-tqrc.-'- 

980835 PAULINA CASTANON DE SALIN'AS 
Business/ Background : 


Next Screen: For: 


Password : 
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ec.'. 5 Clienz S^racegy/Mee" ir,53 Cl. iB-S-; lliCSa^s 

’930ac5 PAULINA CASTANON DE SALINAS 
strategy: 


Last Meetings: 

Date Location / Officers / O-scussion / Rea^.ts 

1 / / 

2 / / 

3 / / 

Followup; / / 

Next Screen: For; 
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MEMO TO; 

AMY ELLIOTT 
SHEILA WILENSKY 
RICHARD SANBOR,*! 
ROBERT MEHM 

DATE: 

MAY 6, 1994 

FROM: 

ALBERT MISAN 

SUBJECT: 

CLIENT PROFILE 


Attached you will find the results of the Audit done by Ed Kowalcyck, regarding the Client 
Profiles. It seems that we are still far from positive results. I am sharing with you the results of 
ail the different countries, and also some additional information which will help you In preparing 
for the June deadlines. 

I believe the two examples are fairly well put together and encourage you to ensure that your 
Unit complies. 

Please let me know If you have any comments. We will be discussing this issue In our next 
conversations. 
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CMNA 27-APR-94 20:05:44 008202 
To:' PBG-WH DIRECTS I (LIST:), PBG-WH DIRECTS II {LIST:] 

CC: G. Edward Montero {USHYC ; PBG53H) 

Edward Kowalcyk (USNYCtPBGWH) 
jate: WED 27-APR-94 ,,20:05 GMT 

Subject: Suitability /'Sales Practices-Phase II Results & Model CAMS Screens 


Although the Phase I results were positive, the Phase II 
($500M - $1KM AUMs) results were disappointing. Therefore, 
Business Risk & Compliance would like to highlight common 
weaknesses and provide guidance as to what constitutes a 
complete profile. Although the next phase of testing is not 
scheduled until June, these pointers should be utilized by 
each unit in order to correct the large number of deficient 
accounts revealed during testing. 

In addition to this Citimail, we are including under 
separate cover the Phase II testing results and two model 
CAMS accounts -one for regular accounts and one for CBL 
accounts. These model accounts were developed by BR&C in 
association with representative Business Managers, C{B)L 
Management, Service Delivery and Legal. The level of detail 
provided in these screens should serve as a benchmark 
against which to model ALL accounts. 

.'lease note the distinctions made between the CEL/CCL and 
individual accounts. Including Suitability and Know Your 
Customer information for CBL/CCL accounts on CAMS will 
hopefully resolve a nagging documentation issue between Head 
Office and the CBL/CCL units. Ideally the information will 
be more current, and CBL/CCL will be able to take data feeds 
of the CAMS information. 

The two areas consistently iac)cing in detail are the "Know 
Your Customer" information and the investment "Suitability" 
profile. The CAMS profiles should provide an independent 
reader with the necessary detail to discuss a client's 
business background and source of wealth as well as the 
client's Investment objectives, time hori 2 on, risk 
tolerance, investment sophistication, and product knowledge. 
Note chat some PBG-WH products (such as TMU derivatives) 
rely on fields from the CAMS screens such as Net Worth to 
qualify a client for a particular investment. As such, Che 
information on CW4S is critical to our ability to provide 
adequate and targeted service to the needs of each customer 
while at the same time providing the bank with a high 
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'comfort level regarding the client's business background. 
Nondeposit products are increasingly under scrutiny by 
Corporate Audit as well as outside regulatory agencies 
including the Federal Reserve and the OCC. The agencies are 
wary of commercial banking's increasing use of security and 
derivative products and' suitability concerns are high on 
their list of inexcusable offenses. 

KNOW YCUR CUSTOMER 

Please note that Private Bankers should elaborate as much as 
possible when documenting each client's business background 
and source of wealth. For example, when documenting source 
of wealth, simply stating that the client is a doctor, ship 
owner, fur producer, fruit exporter, etc., is not 
sufficient. The explanation should clearly show, for 
example, how it is that a client acquired his wealth. 


SUITABILITY 

Suitability information should at minimum address a client's 
risk tolerance, time horizon, and investment objective. An 
assessment of a client ' s investment experience and 
sophistication is also critical in. order to properly 
evaluate a client's suitability against any product offered 
by the bank. Wealth alone should not be the primary 
criteria for offering a client a given investment 
pportunity, particularly in the case of riskier, more 
complex products such as derivatives. Clients investing in 
these products must have a very strong CAMS profile that 
clearly indicates the client's understanding of the 
investment and the ability to absorb any potential downside. 

Above all, suitability information should indicate a 
client's understanding of the risks involved in their 
investment. With a significant portion of our client base 
turning away from traditional FDIC insured time deposits, we 
must be able to show that the client chose a particular type 
of product with the higher return only after they fully 
understood that the interest and/or principal of their 
investment are at risk. This does not mean that clients 
need to be documented for every security product they 
purchase, it does however mean that the information should 
not state that the customer is willing to experiment with 
equities when current transactions are heavily populated by 
derivative products. 

If the client has a conservative approach for most of their 
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portfolio but is willing to risk a set amount of money, this 
understanding should be documented to avoid any 
contradictory appearance. Since the division should 
currently be in the process of updating its CAMS screens, we 
should take advantage of the momentum and provide further 
detail on the investment profiles of all clients. ■ 


As a final note, remember that the Suitability and Know Your 
Customer efforts are not a one time event. This information 
should be routinely maintained by the Private Banker in 
charge of the account . Stale information defeats the 
purpose of this initiative and may prove insufficient in the 
case of account hand-offs between bankers . As the division 
continues to embrace the products and policies of the 
securities markets, suitability information will continue to 
rise in importance and will prove critical to the continued 
well being of the business. Once stabilized, one could 
envision an annual Private Banker/Unit Head review process, 
helping both parties better understand the needs and 
objectives of the client base. 

This Suitability Citimail will be followed with a note 
regarding the broader topic of Know Your Customer, Both the 
regulators and Corporate Audit are looking for more concrete 
and complete forms of client knowledge proof, starting at 
account opening and continuing on throughout the 
lationship . 

If there are any questions on this evolving topic, please 
contact me at 212-559-2459 or via Citimail. 

Regards , 
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CAMS Screen #1 



CAMS Screen #2 


A UnveritiMi 



123456 


Client’s Confidential Addresses 
John Q. Doc 



Confidential First Residence: 
666 London Tower 
Queen’s Lane 
Anytown, Anywhere 

Confidential Second Residence: 
455 Park Avenue 
Penthouse 2 
New York, NY 

Confidential Business Address: 
Big Company 
Weber St. 

Anytown, Anywhere 




Telephone/Telex/ CableJ 
(011-999) 456-3456 


Telephone/Telex/Cable: 
(212) 555-4929 


Telephone /Telex/ Cable: 
(011-999) 575-8484 


•ytittiontj- J 
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CAMS Screen #3 



' General Client Information 
123456 John Q. Doe 


Language; 


English 

Taiwanese 

French 


Est.Total Net Worth: $10MM 
Est. Offshore Assets: $5.5MM 


Other Citibank 
Relationships 

(non-PBG): Mr. Doe has a relationship with Global Finance (NY). 

Competition: Morgan Stanley, Chase International Private Bank 

Family Members / Advisors / Partners: 

Wife (Maty) and two sons (Bill 8t Ted) in college. 

No partners, sole owner of business. 


CAMS Screen #4 



Client Business/Background 
123456 John Q. Doe 
Business/Background: 

Mr. Doe is the sole owner of the Big Company .which specializes in 
the production of electric power generators.He inherited the company 
from his father and secured a multi-million dollar contract with the 
government to be the sole supplier of electrical power to developing 
areas in his country. He serves on the board of several local firms. 
Mr. Doe’s investment sophistication has continued to mature during 
the length of our relationship (1981). He is moderately aggressiva'’^ 
86 willing to accept volatility in order to obtain higher returns. ' 

He has previously invested in mutual funds, stocks, bonds, & 

FRNs and recently expressed an interest in derivatives 8s EMIs. 
Investment Horizon: Medium (Up to 3 years) 
investment Objective: Growth and Income 
Risk Tolerance: Wealth Creator, Medium Risk 


lUsk Toleranc«: 
Weatih Oeator 
Me^um/High 

We^ Preserver 


V 
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wAjns screen #5 


/Ihc infonfrutio^ 

I M^Kmn 

R may b« repUc«d t 
I by a uli raport [ 


V 


orpiptUiM 

procea. 




Client Strategy/ Meetings 
123456 Jcjin Q. Doe 
Strategy; 

Continue to educate Mr. Doe on the variety of products we offer. He 
has been very pleased with the selection to date and I believe he will 
soon request investments in our derivative operations. 

Last Meetings: 

Date Location / OfBcers / Discussion / Results 

1 04/10/94 Phone call/ Described current global bear market, 

shifted a small portion of funds to TDs. 

2 01/20/94 At his home/ Reviewed account performance, he 

said he was considering investing in f/x. 

3 06/28/93 At his home/ Discussed new opportunities in Latin 

American markets. 

Followup: / / 
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CAMS Screen #1 CBL/CCL Account 


r 



■ 

Client Number; MT-6666 


1 

Last Name; 


1 

Full Name; 


1 

Expense Code; 1234 NC Code; MGR; Special Coding; 


1 

Country Code; Country Name; 


I 

Credit Cards; AMEX[ ) MasterCard) ) Pref\TSA[ ] BankAmericard( ] 

% 


Carte Blanche! J Diners) ) VISA) ] Bill Paying) ] 


1 

Other PBG Contacts; Head Office private banker Susan Ng 

J 

1 

Special Attention; CBL Managed Account. Information available 

V 

1 

at the Trust Company. 

V' 

1 




CAMS Screen #2 



Client’s Confidential Addresses 

MT-6666 

Confidential First Residence; 

Cititrust (Bahamas) LTD MT-6666 
Thompson Boulevard 
Nassau, Bahamas 
Contact Person; Rafael Blanco 


Confidential Second Residence; 


Confidential Business Address; 


Telephone/Telex/Cable; 
(809) 326-1732 


Telephone/Telex/ Cable; 


Telephonc/Telex/ Cable; 


Mm 
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CAMS Screen #3 CBL/CCL Account 



CAMS Screen #4 


MT-6666 

Business/Background: 

The account party is the sole owner of a company which specialiies m_ 
the production of electrical power generators. He inherited the firm 



conservative 
than fndividuaJ 
accounts. 


i - — 1 I CBL accounts 

from his father and secured a multi-million dollar contract with thel 
government to be a major supplier of electrical power to developing 
areas in his countiy. He serves on the board of several local firms. 

His investment sophistication has continued to mature during the 
length of our relationship (1981). He is moderately aggressive & ' 
willing to accept some volatility in order to obtain higher returns 
Previous investments: mutual funds, stocks, bonds, & FRNs. He 
has recently expressed interest in more aggressive products. 

Investment Horizon: Medium (Up to 3 years) 

Investment Objective: Growth and Income 
Risk Tolerance: Wealth Creator, Medium Risk 


isyp 


Risk Toi«ranc«: 
Wealth Creator 
Medium/HI^ 
Wealth Preserver 
lov/Hedium 
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CAMS Screen #5 


CBL/ CCL Account 



rhiinfonTiati^ 

OR this SOMR 
I may b« rtpUcod 
by a can report 
erpipetiiM 




Trustee has indicated mat he is interestea m conunumg lo aeveiop 
his knowledge and increase the aggressiveness of his investments, jr 

■ 



During the next few years he wishes to build a portfolio that includes 




products with a higher potential return. 




Last Meetings: 




Date Location / Officers / Discussion / Results 




1 / / 

SSs 



2 / / 




3 / / 

.'V 


<1 

L. Followup: / / 

Sj ' 
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MEMO TO: AMY ELLIOTT 

SHEILA WILENSKY ' 
ROBERT MEHM 
JOSE LUIS MICHEL 

FROM: ALBERT MISAN 

DATE: February 21, 1995 


RE: CAMS SCREENS 1-5 


I t 

The attachment to this memo is a copy of the attachment made to a memo sent 
by Ed Kowaicyk on September 30, 1994. This memo was sent to ail Private 
Bankers and Unit Heads and gave examples of how screens 1 -5 needed to be 
filled out for both, an individual or any fiduciary vehicle. 

I understand that some people did not fully comprehend the message which I 
will, once again, reemphasized in this memo. 

Screens 1-5 must be filled out in the spirit of the samples attached. No 
exceptions are tolerated. 1 do not see any other way that I can be clearer on this 
issue. Please make sure and understand that it is your responsibility that your 
Private Bankers receive this message loud and clear. 


Best regards. 


Albert Misan 


CB014631 



400 


THE CITIBANK PRIVATE BANK 
WESTERN HEMISPHERE DIVISION 
BUSINESS RISK & COMPLIANCE 


pi.^TRIRUTION LIST 


G. EDWARD MONTERO 
OLIVER SCHOLLE 
GEORGE BAXTER 
ELEONORA AMBROSE 
TIM AUSTIN 
ALEJANDRO BUTELER 
M. CARMEN BUTLER 
TOM CASEY 
KAR WAH CHAN 
TINACHIEN 
GONZALO CONTRERAS 
ISRAEL CORIANO 
ANTONIO CORTESE 
JAVIER CRESPO 
ELTON CRUZ 
JOSE LUIS DALY 
CHARLES DONOVAN 
ROSEANNE ENNIS 
ASHER FOGEL 
ROSEMARY HALSTEAD 
HENRY HELLER 
MITCH HELLER 
YVONNE HSIN 
MAGGIE IRIARTE 
NICK JAROSTCHUK 
BETTY KUNG 
DOROTHY L4ING 
JUDY LALLEY 


BRIAN LAM 
JOSE MARIA LASA 
SANDRA LOPEZ-BIRD 
BOB MALLEK 
FERNANDO MATURANA 
ALBERT MILLER 
ALBERT MISAN 
LEONA MITCHELL 
SAL MOLLICA 
DIANA MOVSESSIAN 
ICHIRO MUNAKATA 
EMOGENE MURRELL 
CHRISTINE NOLTE 
JOHN NORRIS 
MAKO OBARA 
MAYUMI OISHI 
MARJORIE OQUENDO-PAI 
RICHARD PILLA 
JOANNE SCIORTINO • 
PETER SPERLING 
DAVID TREMBLAY 
NANCY WALCOTT 
KATHY WALDRON 
SHEILA WILENSKY 
CINDY WONG 
NICOLAS YANES 
NORIO YOKOBORI 
RINGO YUEN 
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THE CmBANKPmVATB BANK 
WESTERN HEmSPHEREOmssON 
BUSINESS RtSK & COmPUANCE 


TO; 

DISTRIBUTION 

7 / / 

FROM: 

EDWARD J. KOWALCYK // / 


DATE: 

SEPTEMBER 30, 1994 A/ / 


RE: 

MODEL CAMS SCREENS^ 

\ 


During a recent Interagency Orientation Training session, several people within 
Western Hemisphere were not familiar with the above documents. Therefore would you 
please ensure full distribution of these model screens. 


Attachment 
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CAMS Screen #1 



Name and Special Attention 
Client Number: 123456 
Last Name: Doe 

Full Name: John Q. Doe 

Expense Code: 1234 NC Code: -N MGR: XYZ Special Coding 

Country Code: 4630 Country Name: Anywhere 

Credit Cards: AMEX[ ] MasterCard[ ] PrefVISA[X] BankAmericardf ] 
Carte Bianche[ ] Diners(X] V1SA[ ] Bill Paying[ ] 

Other PBG Contacts: Service officer Luis Rodriguez 

Special Attention: Maintain $50M in DDA at all times. 



CAMS Screen #2 


Client’s Confidential Addresses 
123456 John Q. Doe 


Confidential First Residence: 
666 London Tower 
Queen’s Lane 
Anytown, Anywhere 


address 
information 
should be 
iabeied as 
■Verbal Only' 


Telephone/Telex/ Cablei 
(011-999)456-3456 


Confidential Second Residence; 
455 Park Avenue 
Penthouse 2 
New York, NY 

Confidential Business Address: 
Big Company 
Weber St. 

Anytown, Anywhere 


Telephone/Telex/Cable: 
(212) 555-4929 


Telephone/Telex/ Cable: 
(011-999) 575-8484 
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General Client Information 

123456 John Q. Doe 


Language; 


English 

Taiwanese 

French 


Est.TotaJ Net Worth: SlOMM 
Est. Offshore Assets: $5.5MM 


Other Citibank 
Relationships 

(non-PBG): Mr. Doe has a relationship with Global Finance (NY). 

Competition: Morgan Stanley, Chase International Private Bank 

Family Members / Advisors / Partners: 

Wife (Maiy) and two sons (Bill & Ted) in college. 

No partners, sole owner of business. 



CAMS Screen #4 
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CAMS Screen #5 



Client Strategy/ Meetings 

123456 John Q. Doe 
Strategy: 

Continue to educate Mr. Doe on the variety of products we offer. He 
has been very pleased with the selection to date and 1 believe he will 
soon request investments in our derivative operations. 


Last Meetings: 
Date 

1 04/10/94 

2 01/20/94 

3 06/28/93 
Followup: / 


Location / Officers / Discussion / Results 
Phone call/ Described current global bear market, 
shifted a small portion of funds to TDs. 

At his home/ Reviewed account performance, he 
said he was considering investing in f/x. 

At his home/ Discussed new opportunities in Latin 
American markets. 

/ 
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CAMS Screen #1 CBL/CCL Account 



Client Number: MT-6666 
Last Name: 

Full Name: 

Expense Code: 1234 NC Code: MGR: Special Coding: 

Country Code: Country Name: 

Credit Cards: AMEXf j MasterCard! ] PrefVISA[ ) BankArnericard[ ] 
Carte Blanche! ] Diners! ] VISA[ ] Bill Paying! ! 

Other PBG Contacts: Head Office private banker Susan Ng 

Special Attention: CBL Managed Account. Information available 


at the Trust Company. 



MT-6666 

Confidential First Residence: Telephone/Telex/Cable: 

Cititnist (Bahamas) LTD MT-6666 (809) 326-1732 

Thompson Boulevard 

Nassau, Bahamas 

Contact Person: Rafael Blanco 

Confidential Second Residence: Telephone/Telex/Cable: 


Confidential Business Address: Telephone/Telex/ Cable: 
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CAMS Screen #3 


CBL/CCL Account 



CAMS Screen #4 


Client Business/ Background 

MT-6666 

Business/Background: 

The account party is the sole owner of a company which specializes in 
the production of electrical power generators. He inherited the firm 
from his father and secured a multi-million dollar contract with the| 
government to be a major supplier of electrical power to developing 
areas in his cotmtry. He serves on the board of several local firms, jthan individual 

I sccounts 

His investment sophistication has continued to mature during the 
length of our relationship (1981). He is moderately aggressive & is 
willing to accept some volatility in order to obtain higher returns. 

Previous investments: mutual funds, stocks, bonds, & FRNs. He 
has recently expressed interest in more aggressive products. 

Investment Horizon: Medium (Up to 3 years) 

Investment Objective: Growth and Income 
Risk Tolerance: Wealth Creator, Medium Risk 


CBL accounts 
may be more 


I accounts. | 

Jit 


Risk Tolerance: 
Wealth Creator 
MediunVHigh 
health Preserver 
Low/Medium 
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CAMS Screen #5 


CBL/ CCL Account 



Client Strategy/ Meeungs 

MT-6666 

Strategy: _ . , 

Trustee has indicated that he is interested in continuing to develop V 
his knowledge and increase the aggressiveness of his investments. } 
During the next few years he wishes to build a portfolio that includes 
products with a higher potential return. 

Last Meetings: 

Date Location / Officers / Discussion / Results 

1 / / 


Followup: / / 


le informatiof 
on this screen 
ay be replace' { 
py a call report 
or pipeline 
process. 
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Robert B. W&llac* 


Delivarad: THU 0l-Jtm-i995 15:3S ght 
C omaasd: 

CKHK 1-J0N-9S 14:34:09 040914 
To: PBQ-WH DIRECTS I (LIST:) 

Prom: G. Edward- Montero (DSKYC:PBGWH} 

Date: THU 01-JUN-9S 16:05 GMT 

subject: Profile and Suitability Review 


BEDACTED 

Separately, I aa respoadi&g to George raisisg some issues regarding 
the higher order requirements of *'hov do we know" our clients source 
of wealth and business background, etc. Z will let you know how this 
dialogue turns out. 

However, notwithstanding the above, Eubertus wants us to have complete 
profile/suitability information by June 30. As you can see, this already 
Important topic has moved up to the front burner. Therefore, I need 
a status report by June 6 from each of the Business Managers outlining 
your units expected profile/suitability status as of J^me 30 {and If 
needed, beyond) • 

Your status report should be an accurate portrayal of activity. I _ 
will then look to receive ^arterly updates from you on this topic. 

** Type return to continue **, ? to finish: 


Regards , 
Bd 


FYI 

Forwarded message: 

CMNA 5-HAY-95 23:02:10 014098 ' 

To: pbg policy (LIST:) 

CC: Arnold Amstuts (USNYCrCSG) 

From: George G. Baxter <a8KYC:CSGEMYB) 

Date: FRI 0S-HAY-199S 07:04 PH EDT 

Subject: Profile and Suitability Review 


To: Peter Buraia CC: PBG Policy 

Philippe Holdexbeke 
Tatsuo Kubota 
Ed Kontero 

Manoo Pamnani Date: May S 1995 

Proa: Arnold Aastuts 
George Baxter 

Type return to continue 7 to finish: 

RE: Profile and suitability Review — Zurich Follow-up 


As one of the items resulting from our Zurich meeting, Arnold and I were 
asked to review the material you were to send to us and to then give ^ou 
our recommendations for the standards you can use for conducting a quxek 
review of your customer records for customers who use you for the purchase 
and sale of investment products. 

Since the purpose of this quick review is to ensure that we are properly 
recording appropriate customer profile and suitability information 
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secesaarY for invoatme&v ^roducts^ the discussion which ^rollovs focuses on 
that narrower element of the wealth planning / wealth management mission of 
uhe private hank. Thus, these standards are an initial step towards the 
much more robust wealth planning / wealth management standards which Arnold 
has undertaken as his task. 

Investment product customer files must meet certain minimum standards for 
basic banking customar information, basic "know your customer" money 
laundering / Bank sacrecy standards, and basic investment profile / 
suitability standards. Law (US and local) and Corporate Policy set out the 
Blnlaum requirements for these categories. Arnold and 2 did not address any 
** Type return to continue **, 7 to flnisbi 
local (non-US) legal requirements here because you are each in a much 
better position to know those requiremnets and because the corporate policy 
requirements are broad enough to cover most locally required miaimuas. 

I - Basic Banking Information. 

This category includes the basic information needed to open any banking 
relationship, including such things as Name, address, business name address, 
listing iof accounts, etc, etc. You all know this basic element better than 
Arnold and I. 

II - Basic Know your Customer Information. 

The certain factors are required by law and corporate policy. These items 
can be integrated into the client profiling process necessary for 
investment products in many ways. An example of one way was the PBC-US 
Policy which X circulated to you by Citimail last November 29th« The amount 
of information needed for each category (or the need for additional types 
of information) is a judgement call based on the particular situation and 
the expanded discussion contained in the Citicorp Legal Desk Book. 

^Source of Wealth. Where does the customers wealth come from and how do 
we know, 

** Type return to continue **, F to finish: 

^Business Background. What are the customers business affiliations. What 
does he do and how do we )cnov. 

*Expected Account usage. How will the account be used, what are the predicted 
usage patterns so that ve can identify inconsistent usage diiring the required 
reviews of this element. 

XII - Basie Investment Profile / Suitability Information. 

The Citicorp Global Securities Sales and Trading Hasual sets -out 
coporate requirements for customer profile and suitability. In addition, a 
modified version of the interagency statement (OCC and FRB) applicable in 
the United States has been made applicable, by Citicorp Policy, to sales of 
investment products outside the United States. Consistent with the 
Interagency Statement, the these Policy specifically include sales to 
Private Bank customers. The required elements are best eommimicated using 
the words of the meet recent policy (3/95) itself: 

" Citicorp ^licy requires the creation of a documented 
customer profile (which may be created electronically) 
for use in determining the suitability or appropriateness 
of each investment for the particular customer. Bxamples 
Type return to continue **, 7 to finish: 

of elements contained in such e profile are provided 
below. The choice of elements to include and the depth 
in which they are analysed may vary depending on product 
complexity and customer sophistication. 

a. Financial Capacity - Does the client have the 
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financial capacity to taka on a particular 
invastaent? 

b. Assat Allocation - Givan tha custoBer*a aziating 
assat mix, vill this investaant fit in vitb tba 
c-liant's obja'Otlvas? 

c. Sisk Tolaranca - Can tba cnstosar tolarata tba 
laval of risk that an invastmant may hava in light 
of- his or bar existing assat nix and investment 
objactivas as a whole? 

d. Client Sophistication **■ Is the client capable of 
understanding the benefits and risks of a 
particular investment? 

e. Product knowledge - Has the client been given the 

** return to continue P to finish: 

facts necessary to understand the product *s 
benefits as well as its risks? 

f. Tima Horizon - Does the investment reguira the 
client to commit bis or her funds for a period that 
is longer or shorter than they are comfortable 
with? 

g. Tax Status *■ what is the customer's tax bracket? 
What other tax considerations may be relevant to 
the customer? " 


IV - tfhat files to review first. 

Dependina upon the information available to you, you can sequence the 
review either (a) by product (b) by customer type or (C) by by customer 
type within each product category. 

From a product perspective^ the order of inportance for review would be 
Derivative Products 

Short Sales; naked option strategies 

** Typo return to continue P to finish: 

Partnerships 

Significant use of leverage, both internal and external (credit) 

Trading 

currency, commodities 
stocks and bonds 
Mutual Funds 

From a customer perspective, ve should look first at those customers where 
we are dealing with a relatively high proportion of the customers investible 
assets and secondly where the dollar amount is high, even if the proportion 
isn* t. 


Deliverad: PRI 05-MAy-1995 Q7s04 PK EDT 


Delivered: THU 01-JUH-199S 16:05 GMT 
Command: 

CKIA l-JUN-95 16:58:34 009343 

To: Paco Ybarra (CSMEX;IJV6F) , Luia Fernando orozce {CSKBXtL&GP) , 

to: Kurt Vogt (CSMEUIAGP) , Jorge Tejeda {CSMEXsLAGP) , 

To: Bob Fox (CSMEX:LAGF) 
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CliLA 7-SEP-95 1SM2;36 023128 

To: Rotart Mehm (CSME2 ; LAGF) , James Scullin {CSNYC:pbghh) , 

To: Counie Lozano (CSMEZ;LAGF) , Maggie iriarte -'(csKEXzGCB) , 

To: Jose A. Sanchez {CSMEX:LAGF)-, Arturo Konteaayor CCSM£X;LAGF} , 

To; Pahlo Z Hernandez (CSKEZtLAGF) , John Waggoner (CSM2Z:LAGF) , 

To: Carmina Vazquez Alvarez {CSMEX:LAGF) / 

To: Malu Lopez Portillo (CSMEX:LAGF) , Ruth Pranyuti (CSHEXiLAGF) , 

To; Baatriz Otero (CSMEZtLAGP) , Adriana Bravo (CSMSZzLAGP) , 

To: Yolanda Haller CCSKEX;LAGF) 

CC; Bob FOX (CSMEZ:LAGF) / Gerardo del Conde (CSMEX:LAGF) 

From: Albert Kisan (CSMEX;LAGF) 

Date; TEU 07-SBP-95 18M2 GMT 

subject; CASH DEPOSITS 


Regards, 

Albert 


Forvarded message: 

CMIA 5-SEP-95 19:19:05 023069 

To: Amy C. Elliott CUSifYC;PBGWH} , Sheila H WiieasJcy CUSSAN:PBG), 

To; Jose Luis Michel {DSHOU:PBG), Kiguai Angel Barbosa (CSMSXtLAGF) , 

To; Carlos J. Gomez {DSNYC:PBG}, Rafael De La sierra (OSNYCrEBGWH) , 

To: Evelyn Garcia (DSNYC;PBGWHJ , Joanne Sciortino (HSNYC;PBGWH) , 

To; Jaime E- Aguilar {DSSAK:PBGWH) , Christopher Deily {USHODiPBGJ , 

To; Ricardo L. Nazario (HSHOViPBG) , Luisa Kluger (USHOD:PBa), 

To; Claudia Madsen (USH0D:PBG), Patricia Castro (JSHOUiPBG), 

To; Emogene Murrell (USSAN;PBGWH) 

cc; G. Edward Kontero <DSNYC;PBGWH) , Edward Kovalcyk {i;SNYC:PBGWH) 

From: Albert Misan (CSMEXsLAGF) 

Date: THE 05-SEP-95 19:19 GMT 

subject: CASS DEPOSITS 


The purpose of this memo is to, once again, confirm to you that 
under no circumstances we accept cash deposits or transfers paid 
in cash in the aunount of DS$SM or above. 

As you know, we have always had this strict guideline and we have 
only experienced a handful of requests which, when denied, 
created problems with clients. 

It is also very important that we do _not ^encourage such 
transactions by referring clients to other financial institutions 
where such policies may be more lenient. The clients should know 
and ..the market should perceive that we do not, . in any way, 
accept or encovirage such transactions. 

The purpose of this memo is only to reiterate this policy and as 
such keep it as top of the mind awareness. 

Best regards, 

Albert 

note: Please deliver this to all Service Officers 


Command; 
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M*mcf«ndutn To: 

From: 

Octn: 

Aa: 


FS« 

Edward J. Kowaie 
Oacambar 23. 1Mfl 
Maxico-Naw Yert Taatn m&C Raviaw 



Aa part of our ongoing raviaw achadula, ftiainaaa Rlak •T>d CompHanca 
ftartad a raviaw of tha Maxico-Naw York Taam in lata Octobar. In lata 
Novambar tha raviaw waa ra-diractad to foeua on a numbar of aanartiva 
tranaactiona. Aftfwjgh tha pro forma raviaw waa not eompiatad, aavaral 
araaa of waaknaaa wara Idantiftad. Tbay ara ta fodowa: 

• CSarrt profRaa wara not documantad for 54% of naw accourtta. 

• Rafaranca raquiramanta ara roudnaly waivad by tha Unft. 


• Cliarrt profOaa for axkUng ciiarrta eontainad vary ganaral 
daacriptiorta of tha eUant't buainaaa background. 

• Tranaactterw wara idarttmad which (fld not compfy witJi ma WH 

Front Ef>d Control Procaaa. 

• Varbal tranaacdorta ara not raviawad in aecordanca whh policy. 

• Tha Unit la parfomdng ba paying acdvWaa octilda of tha 

C aw B ri t ta d BB Faymartt Unit. In aoma inatancaa tha eoocartration 
la uaad to affact funda tranafar actfvttJaa. 

« The Unit la a primary aourca of manually Wtiatad fvmda trarwfwa 
biveMng tha Concantratlon Ateowrt. 
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April 10,. 1996 


MEMO TO; 

/isy 

FROM : 

ALBERT MISAN 

RE; 

COMPLIANCE 


The seriousness with which the Mexico Team treats Compliance was evidenced 
by the satisfactory results obtained from the various audits conducted during 


1995. 


From recent meetings with Senior Management, and the attached Citimails from 
Ed Montero, I believe that the issue regarding compliance is becoming louder 
and the standards by v^ich we control our business, upgraded. 1 want to 
emphasize further Ed's Citimail by sending you a printed copy. We must insure 
that all issues covered by Ed’s communication are properly addressed. 

My message is that in our job there are a number of circumstances over which 
we have little or no control, such as markets and competitors. One aspect that 
we can control, however, is TO MAKE SURE THAT OUR HOUSE IS IN ORDER. 

I expect ail of you to insure that the Team continues to report the positive Audit 
results that we have had in the past. 

Should you have any questions regarding the subject, please do not hesitate to 
contact the undersigned or any one else in the PBG that could assist you in 
clarifying your doubts. 


Regards, 

i1 
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t 3 

To: 

To: 

To: 

To: 

To; 

To: 

cc: 

cc: 

cc: 

From: 

Date: 

Subject: 


CMNA 9-APR-96 21:18:11 050671 

Fernando Katurana (CSSCL:FBG), Oliver C« Scholle (USNYC:PBGWH) , 
Jose Luis Daly (CSLIli:PB6} / Javier M Crespo (C8BnE:LAGF) / 

Pedro Homem (EUGVA:PBG}, Higuel Cervoni (FL02P06:P6G) , 

Carmen Leon (USNYC:PB6}, Henry Eeller (U6 NYC:pbgwh) , 

Mitchell S. Heller (U8MYC:PBGWH) , Albert Misan (CSK£X:PBG), 
Alcides de Souza Amaral (CSSAO:PBG) 

David A. Tremblay (USNYC:PBG), Sandra Lopez Bird (USMYC:pbgwh) , 
Robin H. Lander (USNYC:PB6WH) , Richard A. Pilla (nsKYC:PBG), 
John P. Morris (USMYC:PBGWH) / Edvard Kowalcyk (USMYC:PB6WH) 

6. Edvard Montero (DSMYC:PBGWH) 

TDE 09-APR-96 21:20 GMT 
Business Clean**Dp 


In an effort to ensure there is no question in anyone's mind on the 
attached Citimail, let me reiterate the following message to all of you in 
the Latin America market region. 

I must have your complete attention dedicated to resolving all the 
outstanding compliance issues which have been pending for a very long time. 
YOU must concentrate on Profiles and Transaction Trend Analysis / Account 
Acceptance and Approval / HAH (distribution of over 2 year old items / 
missing addresses) / Account Docinsentation / ATE Sales Management Reports / 
Concentration account activity / Special Name and Political Account status, 
to mention a few, use your judgiaent on remaining issues. 

Regarding profiles, which are our most immediate concern, ve must have 
complete client contact, business background, source of wealth, suitability 
and transaction trend (Client Window pro'-forma) information on the decision 
makers for all relationships over $100H in AUMa. All related accounts where 
possible should be referenced to the primary decision maker. 

At the QUARTERLY DIVISION MEETING each of you will be required to 
PRESENT a detailed summary of your activities including total number of 
clients, total number of clients profiled (by appropriate ADM levels), 
number due for annual review, your planned annual review cycle (i.e. total 
client base divided by 12), ninober of new accounts reviewed and approved, 
and general Special Name and Political Client status. 

If at the meeting, you cannot confirm that your unit(s) have 100% adequate 
profiling of decision making clients over $100M in ADMs, and that all 2 
year old HAM mail has been distributed, then I expect you to dedicate 
whatever resources are necessary immediately following the offsite to get 
these (and the other issues listed above) under control. This means 
canceling all travel for yourselves and your teams until the job is completed. 
I expect completion by May 1. 

I will not accept blank profiles or account opening forms signed by 
supervisors with only a name and phone number on it. This is unacceptable 
behavior. Let me also point out that any Business Manager / country Head 
who has an audit issue resulting from any of these items will have their 
1996 bonus affected. 

Going forward, as part of the ongoing Divisional management process, I 
expect you to surface issues (KARS) and provide corrective action time 
fr^es. I should also point out that the last RMRC meeting approved HAM, lA 
Pricing Exception and additional Special Name Account policy changes which 
you should familiarize yourselves with prior to the upcoming Country Head 
session. 

The reason I am doing this is because of the Citimail below, plus the 
significant HAM backlog and the remaining 1,000 documentation deficiencies. 

We have been talking about this long enough and these items are clearly 
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vithin our control. Th« rosponaibility to correct these issues rests with yoi 

There are two other considerations that also come into play, namely that 
Alvaro de Souza has made control our number one priority and second, in 
light of the "1" rating in Switzerland, ve must ensure that we have a 
process in place that Is credible. 

OUR FRANCHISE COULD BE AT RISK IF WE DON'T ENSURE THAT WE HAVE THE PROPER 
CONTROLS IN PLACE. I EXPECT BACH OF YOU TO MAKE SURE THAT WE DO. 

Regards, 

Ed 


FYI 

Forwarded message: 

CKNA 4-APR~96 21:04:39 050739 
To: PBG-WH DIRECTS I (LIST:), PBG-WH DIRECTS II (LIST:) 

From: G. Edvard Montero (USNYCtPBGWH) 

Date: THE 04-APR-1996 04:06 PM EST 

Subject: Profiling 


It has just come to my attention that after a spot checb, a number of our 
clients either do not have profiles, or they are very inadequate. I also 
understand that this process may not be ta]cen as seriously as it deserves. 

Let me reiterate that profiling is a paramount necessity of our business 
and is a most serious issue. It is the role of the Private Ban]cer to ensure 
a complete and accurate profile is completed for every client. 

Any audit findings that reflect a lac)c of attention or discipline in the 
profile process would mean that the officer involved will not be considered 
for a bonus this year. 


Regards, 

Ed 


Delivered: THE 04>APR>1996 04:06 PM EST 


1 message printed. 
Command: 
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S^te Permanent ^boommittea 
on Invest^ations 


EXHIBIT#, 


30u. 


Screen 4 Ciienc Business/Sackground 33/01/53 2:52 

978575 RAOL SALINAS DE GORTARI 
Business/Background : 


Next Screen: For: 


Password: 


■rpni 7995 



Screen 4 


Client Business/Background 


3 3/03/95 9:34a:n 


978575 RAUL SALINAS DS GORTARI 
Business/Background : 

MR. SALINAS IS A CIVIL ENGINEER WHO HAS BEEN INVOLVED IN CONSTRUCTION FOR MOST 
OF HIS ADULT LIFE. HE HAS WORKED WITH ING. CARLOS HANK, A LONG STANDING CLIEN 
T OF THE BANK WHO INTRODUCED HIM TO US IN SEVERAL PROJECTS. HIS FATHER IS AN E 
EX-MINISTER OF THE COUNTRY AND HIS BROTHER THE PRESIDENT. 


NOTE: MR. SALINAS WAS ARRESTED IN MEXICO ON 28 FEB. 1995, AND ACCUSSED OF 
BEING THE INTELLECTUAL ENGINEER OF THE PLOT TO ASSESSINATE HIS EX-BROTKER 
IN LAW, JOSE FRANCISCO RUIZ MASSIEU, WHO WAS GUNNED DOWN IN MEXICO CITY 
DURING SEPTEMBER OF 1994 

INVESTMENT HORIZON: MEDIUM 
INVESTMENT OBJECTIVE : GROWTH AND INCOME 
RISK TOLERANCE: MEDIUM RISK 


Next Screen: 


For : 


Password : 
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Screen 4 Client: 3usiness/3ackground 03/15/95 i;39; 

978575 RAUL SALINAS DE GORTARI 
Business /Background ; 

Mr. Salinas is a civil engineer, 48 years old, and a member of che Mexican ' 
political and social elite. He is known to have owned a construction company 
with his brother Enrique, until some time late 1992, or early 1993, and to 
have participated in major construction projects. He was introduced to us by 
a long standing very- valued client, known to Citi's Sr. Management. 

NOTE: MR. SALINAS WAS ARRESTED IN MEXICO ON 28 FEB. 1995, AND ACCUSSED OF 
BEING THE INTELLECTUAL ENGINEER OF THE PLOT TO ASSASSINATE HIS EX -BROTHER 
IN LAW, JOSE FRANCISCO RUIZ MASSIEU, WHO WAS GUNNED DOWN IN MEXICO CITY 
DURING SEPTEMBER OF 1994 

INVESTMENT HORIZON: MEDIUM 
INVESTMENT OBJECTIVE: GROWTH AND INCOME 
RISK TOLERANCE: MEDIUM RISK 


Next Screen: For: Password: 
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Client Business/Background 


978575 RAUL SALWAS DE GORTARI 
Business/Background: 

Mr. Salinas is a civil engineer, 48 years old, and a member of the Mexican 
political and social elice. Ke is knovm to have owned a construction company 
with his brother Enrigue, until secssES&s^I'ate 1992* - o a f- and to 
have participated in -major construct ion projects. was introduced to us by 
a long standing very valued 

NOTE: MR- SALINAS WAS ARRESTED IN,^XICO ON 28 PEB . 1995, AND ACCUSSED OF 
BEING THE rNTELLSCTUAL ENGINEER THE PLOT TC /ASSASSINATE HIS EX-BROTHER 
IN LAW, JOSE FRANCISCO RUIZ MA^IEU, WHO WAS GONNED DOWN IN MEXICO CITY 
DURING SEPTEMBER OF 1994. / / 


INVESTMENT HORIZON: MEDIU^ 

INVESTMENT OBJECTIVE: GRQ^™ AND INCOME 
RISK TOLERANCE; MEDIUM r/sK 


Next Screen: 
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Screen 4 Client Business/3ackgro=...i-. 11/29/95 ll:22ar. 

978575 RAUL SALINAS DE GORTARI 
Bus mess /Background ; 

. Salinas is a civil engineer, 48 years old, and a member of the Mexican 
litical and social elite. He is known to have owned a construction comoany 
with his brother Enrique, until 1992, and to have participated in major 
construction projects. He has indicated that his principal source of wealth 
came from the earnings in the company, as well as established family wealth. 

He was introduced to us by a long standing very valued client, who is the 
major shareholder in a number of Mexican and US enterprises. This client is 
known by most of Citicorp's Senior Mangement . This client confirmed Mr. S.'s 
source of wealth (the construction company) , and advised us that the comoany 
sale resulted in significant profits for Mr. S. The Salinas family is known 
to have great wealth, as does Raul's wife, Paulina, both in her own right as 
well as part of her divorce settlement from Alfredo Diaz Ordaz . 

INVESTMENT OBJECTIVE: GROWTH AND INCOME INVESTMENT HORIZON; MEDIUM 
RISK TOLERANCE: MEDIUM RISK 

Note: Mr. S. was arrested in Mexico on 28 Feb. ,1995, and accussed of being the 
intellectual engineer of Che plot to assassinate his ex-brother in law, Jose 
Francisco Ruiz Massieu, who was gunned down during September, 1994 

Next Screen: For: Password: 
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Date: 

Participants: 

Location; 

Summary; 


Date; 

Participants; 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summary: 


Date; 

Participants: 

Location; 

Summary; 

Date: 

Participants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summar>': 


Senate Permanent Subontmittea 
on Investigatk^is 


List Responsive to Question 4 of 3/2/99 Letter 




30v. 


Early 1992 

Amy Elliott, Raul Salinas, Carlos Hank Rhon, Reynaldo Figueiredo 
Citibank offices in New York City 

Hank Rhon introduces Salinas to Figueiredo and Elliott. Discussion of the 
possibility of Salinas becoming a client of the Private Bank. 


Spring 1992 

Amy Elliott and Raul Salmas 
Mexico City 

Elliott and Salinas meet one or more additional times to discuss the possible 
opening by Salinas of an account with die Private Bank. At a meeting in May 
1992, Salinas decides to open his account and completes account opening 
documents. 


Junel, 1992 

Jim Parker and Raul Salinas 
Citibank offices in Geneva 

Parker and Salinas discuss the establishment of Salinas’s Citibank relationship. 


Fall 1992 

Amy Elliott, Enrique Salinas and Enrique Salinas’s wife 
Citibank, offices in New York City 

Discussion of Enrique Salinas’s account relationship witii Citibank Mexico. 


October 1992 

Amy Elliott and Raul Salinas 
Mexico City 

Elliott and Salinas meet regarding a transfer of funds to Citibank. 


April 1993 

Amy Elliott and Raul Salinas 
La Jolla, California 

Elliott and Salinas meet to discuss and view a house Salinas was considering 
purchasing in La Jolla. 


CB 023814 
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Summary: 


Date: 

Participants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summary; 


Date: 

Participants: 

Location: 

Summary: 


May 1993 

Amy Elliott, Raul Salmas and Paulina Castanon 

Mexico City 

Elliott meets with Salmas and Castanon two times at Raul Salinas’s house to 
discuss tteir investments with Citibank and their intention to transfer funds out of 
Mexico, 


May 1993 

Amy Elliott, Maggie Iriarte and Paulina Castanon 
Citibank’s office in Mexico City 

Elliott, Iriarte and Castanon meet regarding transfers. We believe — but are not 
able to confirm — that this meeting occurred in May, 1993. 


June 30, 1993 

Smith Freeman, Mailey Plangc Rohner, Raul Salinas and Paulina Castanon 
Citibank’s offices in Zurich 

Freeman and Rohner meet with Salinas and Castanon to discuss Salinas’s 
Citibank relationship and to execute a trust. 


August 17, 1993 

Amy Elliott, Raul Salinas and Paulina Castanon 
Citibank offices in New York City 

Elliott meets with Salinas and Castanon regarding their accounts. 


August 17, 1993 

Amy Elliott, Raul Salinas, Paulina Castaflon, G. Edward Montero, and William 
Rhodes 

Citibank dining room, New York City 

Salinas, Castanon, Montero and Elliott meet for lunch in New York City. Topics 
discussed include Castanon’s intention to purchase an apartment in New York 
City, Rhodes briefly joins the group after lunch, at which time topics discussed 
included developments in Mexico and President Carlos Salinas. 


April 1994 

Amy Elliott, Raul Salinas, and Paulina Castanon 
Citibank’s offices. New York City 

Elliott meets with Salinas and Castanon in New York to discuss their Citibank 
investments. 


CB 023815 
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Date: . 
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Summary; 

Date: 

Participants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summary: 


Date; 

Participants: 

Location: 

Summary: 


July 11, 1994 

Clark Kail, Arthur Vogt, Ariaima Fleischmann, Mead Amovitz, Raul Salinas and 
Paulina Castanon 
Citibank offices in Geneva 

Salinas and Castanon meet with Citibank (Switzerland) and Confidas officials to 
discuss the structure of their Citibank relationship and to apply for Eurocards. 


August 31, 1994 

Raul Salinas, his daughter and Rafael de la Sierra 
New York City, the U.S. Open 

de la Sierra attends a U.S. Open match with Salinas and his daughter. 


January 13, 1995 

Arturo Gallardo and Carlos Salinas 
U.N. Hyatt Plaza, New York City 

Gallardo and Salinas discuss the opening of a Citibank account by Salinas. 


January 18, 1995 

Citibank officials, Carlos Salinas and Victor Rojas 

Citibank offices in New York City 

Salinas makes a deposit in his Citibank account. 


February 13, 1995 

Amy Elliott, Joanne Sciortino, and Raul Salinas 
Citibank’s offices. New York City 

Elliott, Sciortino and Salinas discuss Salinas’s Citibank investments, as well as 
Salinas’s request that Citibank set up a company to manage his Aspen property. 


February 15, 1995 

Amy Elliott and Raul Salinas 

Citibank’s offices, New York City 

Elliott questions Salinas regarding a Mexican newspaper article reporting 
allegations linking Salinas to the assassinations of Luis Donaldo Coiosio and Jose 
Francisco Ruiz Massieu 


CB 023816 
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Summary: 

Date: 

Pajiticipants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Summary: 


February 17, 1995 

Amy Elliott and Paulina Castanon 

Citibank’s offices. New York City 

Elliott and Castanon meet regarding the Salinas account relationship. 

March or April 1995 

Carlos Gomez and Carlos Salmas 

Outside Citibank’s offices, New York City 

Carlos Gomez delivers documents related to Raul Salinas to Carlos Salinas and to 
his father, Raul Salinas Lozano. 


October II, 1995 

Amy Elliott, Paulina Castanon, Gustavo Diaz Ordaz, 

Diaz Ordaz’s home, Mexico City 

Elliott meets with Castanon and Diaz Ordaz to discuss the closing of the Salinas 
accounts with Citibank. 


November 14, 1995 

Arianna Fleischmaim, Clark Kali, Paulina Castanon and Antonio Castanon 
Citibank’s offices in Zurich 

Paulina Castanon and her brother, Antonio Castafion, meet with Confidas officials 
and discuss the Trocca accounts, her intention to close them, and recent events 
and allegations. 


CB 02381 6A 
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August 11, 1993, METRO FINAL 

SECTION; ?4AIN NEWS; Pg. A14 
LENGTH: 1347 words 

KE.20LINE; RUMORS OF CORRUPTION BESIEGE MEXICO'S PRESIDENT 
BYLINE: David Schrieberg, Bee Mexico City Bureau 
DATELINE: MEXICO CITY 


BODY : 

They say here that Jose Lopez Portillo, a former Mexican president, once got 
bashed over the head by outraged citizens armed with shopping bags as he 
ventured out from his luxury retirement estate. 

"Thief," a crowd reportedly screamed at Mexico's most powerful man from 1976 
to 1982, widely alleged to have robbed the government of billions of dollars 
during his tenure. 

People tell plenty of similar stories of treasury theft about two other 
recent presidents. The lesson for Carlos Salinas de Gortari, whose six-year 
presidency has entered its last third? 

Beware of shopping bags. 

Rumors -- all publicly unsubstantiated -- are flying in government circles 
and among the national press that members of the Salinas family, and possibly 
even Salinas himself, are taking advantage of the president's office to build 
massive personal fortunes. 

And rumors are the only reports likely to be heard in a country where' the 
press does not play a watchdog role, the government essentially stands guard on 
itself and one political party has reined supreme over all branches of 
government for more chan six decades. 

According to some of the stories, Salinas’ siblings are involved in a wide 
variety of unsavory business deals, peddling their influence, using ocher people 
as phony fronts and generally throwing their weight around in their commercial 
dealings. Then there are the whispers chat Salinas himself has a secret share in 
the country's telephone monopoly, which was sold off along with hundreds of 
government -owned businesses to private investors. 

Cf course, in a system where all public power and thousandobs flow from the 
president and where business fortunes are created by his nod, no one who values 
his career or his scalp will talk of such things on the record. 
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But off the record, such stories are the talk o£ the town. They are hinted at 
in the tnedia by coitmn.ist3 aniCical opponents. They are openly discussed at 

Sacramento Bee, August 11, 1993 

private parties of the rich and politically influential. Even, high-ranking 
government staffers are said by acquaintances to be troubled fay the reports, 
which have long circulated but have been increasing lately. 

"In past presidencies, you heard people talking about corruption," said one 
influenjournaList who -- of course -- asked not to be identified. "Btit we're 
talking here about top ffexican officials . . . the ruling class. This is a huge 
change . " 

This of rumor traffic is traditional fare in the last two years of any 
Mexican presidency. In the past, behind the smoke there has been some fire. A 
bodyguard for Arturo "The Black" Durazo, Mexico City police chief and close 
friend of Lopez Portillo, wrote a best-selling expose that detailed astonishing 
official corruption. 

Durazo eventually went to jail. So did Jorge Diaz Serrano, who was head of 
the state-owned oil company. Most recently, another Mexico City police chief was 
arrested and is awaiting trail. Other public officials have amassed ostentatious 
wealth while serving in public offices that pay less than top salaries. 

In 1934, Washington columnist Jack Anderson, citing CIA sources, triggered a 
small scandal in, Mexico when he wrote that President Luis Alvarez Echeverria had 
amassed from $ 300 million to $ 1 billion; Lopez Portillo from $ 1 billion, to S 
3 billion and former President Miguel de la Madrid about 5 200 million. 

The current round of rumors are never accompanied by proof or testimony of 
knowledgeable, named witnesses. They have been enrohatically denounced by 
Salinas' family and his spokesmen, who blame political hit men for spreading 
lies . 

"It's absurd, and there’s nothing to it," one source close to the president 
said recently. "It's dirty tricks." 

"False, slanted . . . and without ' the least attempt at verification," 

Salinas’ oldest brother Raul, who has been the focus of many of the allegations, 
wrote recently in an angry letter tc two magazines. 

Despite indignant rebuttals from Los Pinos, Mexico’s White House, analysts 
and observers say Salinas is likely to keep stumbling against public perception 
that Mexican press and members of their adrainistratonsider it their right to 
prepare for coiiif or table, post-presidency lives. 

Arturo Sanchez Gutierrez, a political analyst, calls it "part of Mexican 
political culture." 

Unlike the U.S. press, Mexican reporters and editors almost never play the 
role of watchdog. Besides having virtually no access to incriminating documents, 
many publications depend on government advertising to survive and don’t dare 
rock the boat. 

Ag a result, one newspaper editor said, his paper's policy js one of "con 
negligence about following this all the way down." 

What's clear in the current round of rumors is that it's the latest step ir. 
the almost predictable dance of Mexican presidential politics . 

Sacramento Bee, August 11, 


1993 
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expert at Georgetown, University. "It’s just as normal as in. the first fsw months 
of the next administration, there will be all kinds of noises about corruption, 
in the previous administration." 

"Somebody, " he added, "may even get arrest 

GRAPHIC; Bee file 

Rumors are flying in Mexico that President Carles Salinas de Gortari is takinc 
advantage of his office to build a massive personal fortune. 

LANGUAGE: ENGLISH 
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Translation — Spanish 

Magazine Article 

Source: Procesa (on Internet), December 4, 1995 

Raul’s Shady Business at CONASUPO, with the Complicity of Parents, Relatives, Friends and 

Collaborators 

by Guillermo Correa 
Mexico City 

Accasations against Raul Salinas de Gortaii, which were ignored since at least 1986, today 
confion that part of liis wealth, which was recently brought to light, was obtained &om shady 
operations carried out while he was an ofBcial of the National Company for Basic Commodities 
(CONASUPO). 

Raul was the first director of the CONASUPO Distributor (DICONSA) and later was the 
planning director of CONASUPO when the director general was Ignacio Ovallc Fernandez, who 
is now a federal representative of the Institutional Revolutionary Party (PRI), In 1990, lavicr 
Bonilla, the current Minister of Labor, replaced Ovalle. 

Also at CONASUPO with Raul Salinas were: Julio Cesar Ruiz Ferro, who was the director of 
fmance and today is the interim governor of Chiapas; luan Manuel Fasalagua Branchs, his ex- 
brother-in-law, as director of agricultural marketing; Salvador Giordano Gomez, director of 
CONASUPO Industrialized Com (MICONSA); and Guillermo Knockenhauer, director of 
affiliated companies. 

Pasalagua and Giordano left CONASUPO at the same time as Raul Salinas, and both were 
appointed officials of the MinisQy of the Comptroller General of the Federation under Maria 
Elena Vdzqucz Nava: Giordano as Undersecretary “B” of Public Security, and Pasalagua as a 
general director. 

I don't even like to mention names any more, because they are only rewarded. When we know 
about their criminal acts and we denounce them, they punish us as if we were the real criminals, 
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says Victor Manuel Dominguez de Leon, ex-auditor of CONASUPO, who in Praceso 958 made 
inown the irregularities in the public sector. Last March, he submitted a document with details 
about these irregularities to President Ernesto Zedillo and Norma Samaniego, Comptroller 
General. 

* * * ifl 

As manager and director of DICONS A since 1983, when his brother was Minister of Planning 
and Budget (SPP), Raul Salinas dc Gortari was accused of Soancing the Aniorcha Campesina 
organization, considered by rural offices of the P8L such as today's National Confederation of 
Rural Property Owners (CNPR), as “fascist and brutal,” to such a degree that it is believed to be 
responsible for hundreds of murders in the Sierra Norte of. Puebla, a state in which the famous 
Las Mendocinas ranch is also located. 

In September 1989, Proceso reported on the involvement of Raul Salinas de Gortari in the 
importation of 500,000 tons of carcinogenic com seed that was destined for human consumption. 

In March 1990, when Raui was still Director of Planning, this weekly, in issue 698, reported on 
the imports of powdered millc and livestock made by CONASUPO, which were so enormous ttiat 
Mexico became the world’s principal purchaser of nulk, causing the ruin of many ranchers. 

With the opening'Up of commerce increasing, and negotiations for the signing of the Free Trade 
Agreement already underway, in July 1992, the so-called “War of the Tortillas" broke out, 
between those who still produce tortillas using cooked maize and those who use com flour. A 
short while before, the Ministry of Commerce had virtually decreed that flour should be used, 
which benefitted Monterrey industrialist Roberto Gonzalez Bancra, owner of Maseca, father-in- 
law of Carlos Hank Gonzalez, and a friend of the Salinas family. 

Raul Salinas de Gortari permitted thousands of tons of com for animal consumption to be 
imported, destined for human consumption. While doraesticaily-produced first-quality com, also 
acquired by CONASUPO, was delivered to Maseca at subsidized prices. 

In December 1992, Nazario Palomera Aguilar, national leader of the owners of mills and eooked 
maize tortilla factories, was jailed after denouncing Raul’s maneuvers. 

In March 1994, Jose Angel Frias Rodriguez, leader of the tortilla sellers, told Proceso (906) that 
the president’s famil y was involved in the Maseca marter: “If it’s not their dad, it is the president 
or his brothers, but all of them are in tbis.” 

Raul Salinas is also accused of having ordered the purchase of 10,000 tons of Chinese beans, 
despite the warning of the government of China that the beans were for animal consumption. 

The operation was carried out through the California company, Panama Holdings, Inc. 
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Cecilia Soto, fonner presidential candidate of the Labor Party, also made the accusation that rice 
was imported from Singapore, some 40,000 tons, destroying domestic producUon. 

In 1990, Raul Salinas de Gortari left CONASUPO and was appointed advisor to the National 
Solidarity Program (PRONASOL). Nevertheless, rumors about other shady deals continued. Far 
that reason, in 1992, the then Comptroller General, Maria Elena VSzquez Nava, recommended to 
President Salinas that he get [Raul] out of the government, which happened shortly thereafter, as 
the official herself has just announced, amid contradictory versions. 

Victor Manuel Rodriguez de Leon believes that, with respect to the powdered miUc. traffic 
exceeded 75,000 tons. “And the terrible thing is that he splashed it on his friends to the 
detriment of the poor people of the country,” 

The Minister of Labor, Javier BoniUa, has just mads clear that he had nothing to do with the 
anomalies. How true is that? 

It is true, because he came in when Raul Salinas de Gortari left for PRONASOL. But if one 
doesn't find a clean house, and does not denounce the irregularities immediately, in this sense, 
the Minister of Labor was not just inefficient, but corrupt. That is what I tell President Zedillo in 
the document I submitted to him. 
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Source: Este Pals (on Internet), August 1. 1992 

July 10, 1991: Raul Cremoux, editorialist for the daily newspaper, Scce/stor, was kidnaped by 
six armed men who were riding in two automobiles (apparently police dressed as civilians), who 
threatened him and his family while they kept him. at gunpoint, and they warned him to never 
again write criticism about President Salinas. This brutal assault took place after Cremoux wrote 
an article in which he speculated that President Salinas would try to amend the Constimtion to 
remain in power, {Proceso 768:32-34; 771; 26-31) 

June 12, 1991: Exceisior society reporter Mann Dombiercr published a column in which she 
stated that the President’s brothers, Raul and Ennque Salmas, had obtained or were about to 
obtain 50 per cent of the Hippodrome of the Americas concession for the next 25 years (both the 
president and his brothers are horse racing enthusiasts). After a furious reaction by Attorney 
General Ignacio Morales Lechuga, Excelsior canceled Dombierer’s “People” column, and 
refused to publish her reply to the attorney general, forcing her to abandon joumalismfor the rest 
of the six-year term of Carlos Salinas (Proceso 769:23-25; El Porvenir, July 31, 1991). 

CONASUPO; controls the monopoly over the production, importation, and wholesale and retail 
sale of food. Although certain profitable CONASUPO operations have been sold, the monopoly 
continues to consume millions of dollars annually in import subsidies, and is sadly famous for its 
corruption, including accusations of impropriety against Raul Salinas, older brother of the 
president, during his period as a public official. CONASUPO is the biggest money-loser of the 
Mexican government, and had a cost of more than three bilUon dollars in 1990. 

Fertimex: monopoly producer and distributor of agricultural chemicals and fertilizers, has 
production costs much higher than world prices. Hundreds of milbons are invested annually in 
subsidies, and it has been a magnet for embezzlement and corruption for some time. 


Federal Electricity Commission; monopoly producer and distributor of electricity and net user of 
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subsidies, despite the fact that it charges rates higher than those of similai companies in the 
United States. The astronomical increases in the tarififs to cotnmercial and residential users, 
camouflaged as fees for service and other charges, are an “invisible” part of inflation in Mexico. 

In accordance with the monolithic social hierarchy of the PRI. even those companies that are sold 
or "privatized” are transferred to groups approved in advance by the government, according to 
what a former government official calls "PRIvatization." The PRI pretends to transfer control of 
a company to “private hands” while it maintains effective control of the company within an 
alliance with select business and labor groups. (See “The Friends of Carlos Salinas,” Business 
Week, July 22, 1991 for more details.) 


Translated by Anne Kenison for the Congressional Research Service, September 3, 1999. 
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Document 12 of 37. 

Copyright 1992 Information Access Company, a Thomson Corporation Company 

ASAP 

Copyright 1992 U.S. Department of Agriculture 
Agricultural Outlook 

March, 1992 

SECTIOIN': Pg. 31; ISSN: 0099-1066 
LENGTH: 2910 words 

HEADLINE: Agricultural trade - big business for U.S. & Mexico; U.S. Dept, of Agriculture, Econo 
Research Service report 

BYLINE: Link, John ; Crawford, Tetiy 

BODY: 


... crop insurance programs to stimulate production. 

With price incentives, the government guaranteed the purchase of basic crops, including com, beans 
wheat, sorghum, soybeans, rice, safflower, and cottonseed, at support prices through CONASUPO, 
regulatory agency for agricultural commodities. Support prices included adjustments for inflation, 
announced twice a year. Government purchases maintained average farm prices close to support levi 
but ... 

... fijel prices remained fixed for many years, and real interest rates provided by public institutions k 
been negative until recently. 

Retail prices have been held at artificially low levels through CONASUPO for many years. The rec 
financial crisis and austerity measures have forced Mexico to reduce consumer subsidies substantial 
As a result, consumer prices of these controlled commodities rose faster in some years than the prict 
other commodities. The present administration hopes to target consumption subsidies to specific grc 
and increase the efficiency of the operations of CONASUPO. 

In addition to price controls, subsidies were provided along the marketing chain for basic commodil 
The government purchased a portion of domestic agricultural production and most imports of basic 
commodities. It also owned and ... 

... plants, and a network for distribution and retail sales. 
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http;//web.Iexis-n€xis.com/giscomp...5=ef2b6a2b0db22b2d3e57d0 


Until recently, the major thrust of agricultural trade policy was government control over imports and 
exports of essential food-stuffs and agricultural raw materials, CONASUPO was the sole authorized 
importer of most grains, oilseeds, and dairy products, and still maintains control on the final import 
decision for many basic commodities. As recently as 1988, nearly 41 percent of agricultural ... 

... all cattle imported. 

Mexico Shifts Toward 

Export Promotion 


Since 1988, the private sector's role in agricultural trade has mcreased. Import decisions are now ma* 
by a committee that includes CONASUPO and other government and private indust^ representatives 
Many government-operated facilities are being sold to private investors. Diversification of food impoi 
sources has also been a trade policy objective, but has not been very successful. A " ... 
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NON-RESIDENCE DECLARATION FORM (UK) 


Non-Residence Declaration Form 

InstncckMS 

If joy Afc in iry aouBt sfccut L^e above T»x CcnificaJe. bleu* 
v;o(\iu]i your le-pl ja\ iscr or acaowiuni I'l'tm muvt be 
ocunpleted h> _-y ijiicnr uno u osinp or pUnx m 
[nveitmeni Servico of the f*nvite Bint. 


\LL w 'h« account mu« ji|n bc<cr%». 


rorofii DivtdcAda. InicreM. Etc. tfor :nc pu-TOScs of Section 113. 
income and Corpemion TiioAa 14?4) 


full Name of the Company 


AccouiU ftefereow* Vumber 


, Question 

i U Is efte Com[%any ih< absolute O’*! 


;r ot the tecuntle^ and 


benellciolly entitled to tne income.' 

If not please zive parricuUn and tgDort the reil of thi* Form. 


-Answer 


/Si #>VCDS OM 2 I*~ 

„ /f 9 o . 

aox u^O , TCVJ>d ^ A^Ar^ 

, hAYajA-J /S1-*W0S 


j 2. PlcAse u«e 

, (i) (he dale and puce of incftrpe«tu>n 

j (b) the addf«i of the Rcsiiicmj Office. (See .''Otes Ccio'v.i 


1. Hai the Company ever had an ofrlcc or address in me 
United Kirt^om? If so please |ise particulan. 


uc. 


•1. Where are ffte director!' fTveeiinp held? 




S. SVhisrB are the sharenoldcrs' meetintt held.’ 


2u.aiC.H . Su0r7’2 SiS.-*- 


d midemial 

addresses of ail liirrrviors who have held on'tee dunn* the 
lasx five years. 


7 . Ple»e state the full aames and residential aJdfes> ot an? 
person r«tdetu in tne United Kinjdom lifKiudin-; a 
company) exerctsinj or aWe to *sersi>e. direstly or . 
indirectly, effective vonoj cenin>i ihnm^h a hen'etWiae 
sharefioiilin j in tfte Company. 


/A»ufeS.riu4jJT^ -.Sfi . 
i«40ei.£/Aai /nio2.sTi-c £'^7S S.^. . 

'^f/^Tc^a=>cx ■ 

OU, aft* c.amP^>LI 

,7>e.4 icAza , 

UoaattA-^-U-Au.-L - ^ 

ggo, 


M//g 


I S. If any funenoni of control have horn lieleifaied by rhe 
I directors. plea-M sia« the full names. natUxialiiy *na 
j rtaioentiat addresvet of the pervw ctMhcemeij. . 


le „ »r P.c.asx mo , c.K^t.nexMJ, cn>^ ,u^t 


Si§naiure<y] 




AuUiorized Sinner 



7XZ 


TY LEj^ 




JWl- 






Date 

Capacity UT direciof. nunajer) 

i /9 ' 3 cla >€. / 992 . 

^^EsiPtN r 

_! 1 Oaie 

Capacity (ev: diroetar. mara)^) 

^ 1 0^“ 

Capacity les; dirttsor. runatfcr) 

/9 /^7 


- i 

Capacity (et; director. nianac«) 


Autfiortzea sraiiy ■ 1 
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DECLARATIOM OF TRUST 


We, BRENNAN LIHITED, >^hoss registered office is P.O. Sox il70, Grand Cayman, 
Cayman Islands, British k'est Indies. 

do hereby declare that the Share Certificate bearing the number ONE , 
representing 1 shares of the capital of 


TROCCA LIMITED 

registered in our name Is held by us as the prcq 

Mr, Raul 


(hereinafter referred to 
beneficial Interest what^&;«SJ 
or increments thereof. 



ind to the use of: 



tv' 

^eneficial Owner') and that we have no 
■the said share or in any rights usufructs, 


We hereby declare 'tti^ this Declaration of Trust is irrevocable by us and. by 
our personal representatives and assigns except to the extent and in manner 
approved by the Beneficial Owner. 


AS WITNESS our hand this 22nd day of July 1992 
/ 

SIGNED by tha above named) ; 

) BRENNAN LIHITED 



In the presence of: 
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DECLARATION OF TRUST 


We, BRENNAN LIMITED, whose registered office is P.O. Box 1170-, Grand Cayman, 
Cayman Islands, British West Indies, 

do hereby declare that Share bearing the number ONE of the capital of 
TROCCA LIMITED 


registered in our name is held by us as the property of and to the use of 


CITITRUST CAYMAN LIMITED AS TRUSTEE OF PT-5242 

(hereinafter referred to as the “Beneficial Clwner(s)") and that we have no 
beneficial interest whatsoever in the said share or in any rights, usufructs, 
or increments thereof. 


We hereby declare that this Declaration of Trust is irrevocable by us and by 
our personal representatives and assigns except to the extent and in the 
manner approved by the Benefical Owner(s). 
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Memorandum 

DATE: Fatxiwy 16, 1995 

TO: JOANf« SCIORTTINO 

FROM: ArthurVOGT 

RE: BIRCHWOOD heights UUITED 

CC: Arisna FI£1SCHUANN 


I reftrto ourtMphont conversation of F«bniAry 14. 1995 and 1 am ptaaMO to provide you 

Mtft the following informadon : 

1 . The entirely of the aharac of WOOORUN LTD. a Bahamian company, wiB be 

tnuuferrad into the owmenhtp of BIRCHWOOD HEIGHTS LTD. You whil arrange that 
the mare carttflcatea of WMdrun ttA be tern to Aitana FMachmann or in cate of 
ragistarad sham that the change of the anara hoUing win be done in the 
aharahoklar^ book of WoodAin. 

Z TTirougn noidinothaU.S. asMtsthmuQh an offshora company U.S.irhenianca tax 
on the U.S. aaaets can be avoided. 

3. By hevtrtg a douhU layer bet w ia an the 6iem’s lAJCt and Um VJS. atsett, the diant’a 
pcWete financial sphere la well protected. 

4. I advieed you ai wed that the flnar>daf statemenH of Woodfun should be trsnsfarred 
once a yeerforourfllac. Please provida us with the names of the administnttoa cf 
Wocdnm. T?Mrmafttr. we will corsacs tham to eoange tha rMcestary. 

Atmough n took i EtUe bit of time to eel up Blrcrmood Hetghts Limited. 1 think we have added 

further proteetion to the dienTs structure, i am looking forward ta dorng simitar butinan with 

you for the beoeht of our mutual ctients. 

Beat regards. 


Afthia-U. VOGT 


C8023901 



442 



CB023976 



443 


Soffits Perrr^ent&ibcisnmlse 
on Invest^^ioiis 


960S051S5203 

Tc: PBUS2 (LIST:), P3US1 (LIST:), PBG-US (LIST;) 

From: FRANK BURNSIDE (OBUSNVC : P3G) 

Dace: Vi'ED OS--JUN-96 16 :27 GMT 

Subject : New York Times article 


EXHIBIT#, 


30y. 


This is our official response on this matter. Any coirimentarv 
/questions should be directed to Susan Weeks' of our Public Affairs 
deoartment . 

Regards , 

Frank 


Forward Header 


Subject; New York Times article 
Author: Alvaro de Souza at CITIMAIL 

Date: 6/5/96 10:05 AM 


As you may know, there has been media coverage in the New York 
Times this morning of an investigation into the financial affairs 
of a customer, Raul Salinas, brother of the former Mexican 
president . 

We expect more coverage in the future, including reports on 
television and customer calls are likely to result. Accordingly, 
we would like to help prepare you for them and I expect you to ' 
instruct your people along these lines. 

Our public statement is: 

Citibank continues to cooperate fully with authorities investigating 
this matter. We constantly watch for possible violations of the 
laws by the bank or its employees and in this case we have found 
every reason to believe that there have been none. 

Some possible questions, with answers; 

Q: I heard that Citibank is under i.nvestigacion for doing 

something illegal . 

A; No. We are working WITH authorities in an investigation into the 
financial affairs of a customer. In fact, we have researched the 
situation and we have found no violations of the law or of our 
ethical standards. 

Q: Why didn't you give your side of this? 

A; Like rriost banks, we do not make statements to the media about the 
accounts of our clients. Your account, for example, is private; we 
wouldn't talk about it publicly. In this case, certainly the subject 


CB016996 
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cf sucn scrutiny deserves his day in court to respond to charges. 

Q: I'm surprised that Citibank would be involved in an account like 


A; I want to emphasize Chat none of these authorities has charged 
Citibank or any of its employees with any wrongdoing or with any 
activity that is contrary to the best interests of the customers 
and communities that we serve around the world. 

Q' ; Who IS Amy Elliott? 

A: Amy Elliott is a Private Bank officer wh^ has been with the 
bank since 19o7 and continues to be an employee in good standing, 

Text Item 

Item Description: <no item description available> 

TO; Mark Musi / CITIMAIL 

0=abl; C=US; A=mci; ?=ciCicorT); 

Daina K. Hill / CITIMAIL 

0=abl ; C=US; A=mci; ?=citicorp; 

DL:pbg policy / CITIMAIL 

0=abl; C=US; A=mci; P=citicorp; 

CC: Maria Thereza Young / CITIMAIL 

0=abl; C=US; A»mci; ?=citicorp; 

Received; WED 5-JX;N-i996 16:14 GMT 


Delivered; WED 05-JUN-i996 16:27 GMT 
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Senate Permanent Subcommittee 
On Investigations 
EXHIBIT # 31a. 


Form A 


AccaiiJinij lo ma oib'^uncn Agree/reni' in* aafOa Afia ma SMfits OariAcrs A^sociaiio/} o/ J. 1007 f/ij t^{,. 

lAlnol^.^fnut nutsi hii nfovitsno ey no wMtanQ to Qpoit an aeccupt vwrt^i Win Slanic 


Acciiunt A**.; ; 


Catti/oetfpQ fM/cntu: 

Cm^Z^' CT}/? h.1 'TA-Ahif^Cn 5 !' .A , 


I'ar/e/aAifott n/ iJio Bona/lctal Owner’s Identity 

rronn A « lic/ A/I. 3 ana 4 COOi 

fP<f iMVMtttgniKf imntoy aa&tttia: 

fitiA/k ii a«ai Manfi/I4i*i 


iit.ii inn fiutiit'UilwHj paitfw it f/w oaiKilurml nwimf i3l ifui axsatt aepatHeif w4h ilta tunfc 


1 ?S m, 


Ontintfclai OMMaf of llta ottaia uaposilou Mitn Uta. hM/tM la: 


F’lU nAmm Itu Htmi 


Ae/d/eis /Ooni/ic/re. Coufitrj 


9 .1. .:S . . 9 1— a . 




_i.Ai<uje 


Tim eoif/^'dcf/iicr partner ur\d<irfatees (a Inform tlio tiank ImtnodJetoly of ony ettanges. 

'•'4 t^mnttiQuatt M «MSI/0»IVI* Mcrvuu »«r«w«g taciorzr. onuitctaa -a/ir, ajt. *7 al(/v« /.avm*/ rjantu «»W nwW 

ig.atf I <</iiU.ven I9fr. ln9or**»c»<nnMvM(j>u;Aw«%W«in«i*/in«M/Vk t/4Ut>uopAmn»0^>^iAarna/rt 

»i., l/IOIf to OOlno (ag. e/rmM Ihl* aotomlkat torn •aUU 

mt x.-no»<»...r aitonu it inm Stmit C.un/ai/KttAiri 0/»>ut /hjOiOla/ auiunnao to ma eo^iry H *WUMS'V 


t^tacr/ mm tuiv J 


F.J02 


iS' 




crnBAN«zr 


OOOCGO 



redacted 


STRICTLY CONFIDENTIAL • NOT FOK 
CIRCULATION 

SUBCOMMTTTEE MEMBERS AND STAfT 
ONLY 
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o 


V) 

o 

•o 


REDACTED 
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• f—i A -i-N — 

. » t ' 


lU 


I CREDIT 10 •• 10992154 

, H \MD€* IT c«ajt 19 

L *11 >'• ta iv« )»& S»n9*i' 19 9«9U ! 


Cr*4U 14 


Cur 



REDACTED 


c*« 01* ■:ooiz7<»iT$<»»i m 


0159 01«4 1W2HI vse »5 .000.000.00 


REDACTED 


REDACTED STMCaY COWIOENnAl • NOT FOR 

members AND srarr 

Ofl-Y 
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X00B901 




REDACTED 


X00G902 



REDACTED 


REDACTED 

c; T«» Kimiii h mnau imti» 


REDACTED 
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REDACTED 
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Claes' s»na ' 
yf»c ! 
)635a93«4. «< 
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t;]a9c:a}<]. : 


' 021 599?3a. . 
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Cg|« Hi,* 
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Pl« 5 j 
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O' Clf LlPit , . 
Kllft Kfltlt t*'" 

Cu«* 

il It. PPPPV 
‘ g»n*r fTNC 
Cr Ilf C«4« 
ictlw'Tv 
Ql«p tO> 

P*a Cia 
Cr CXO 
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IMBOUtW xtl»«OC 
iPItr 0«f* 

S«n<P' pr« 
ftra t, Ilf 
CK Inigt Sf* Xv* 

SM IiPut 
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lf«f XUf 
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Or CC" Cia 

R*» 

OKI 

fi« Ttlff llir 

i"»ut iff "'<• 


I? 


Tfit irrx xf« irsartCH j4ii.tL 

*% Ratf Batf Off" 


I IrH iRIt ar I N/nt 


;597M9r 


Or Oir l.ffft 

Itftgf 
•It Afft 

OtrafP Cl« 
Cffttflt 


j, ev- «’■ 
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TfftwO Afflt 

CH*lySrif« 

IK Oat l«a M IMJB 


ri«« 

Pf* Tyf* Cff* 

Syi »•• t*»a 


•It J"»t» 

PlUfrl 

fmirl 


iPfut Vf 

Sintffr Or I _ .5 

(H Dot Iff t 

tM Nif Cfff 


s s;*n. 

Iff OV0 

Qflt PTXC 

m OwiPft Iff 
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f !g 9 ? 95?3 


** PQ 5 ** 
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REDACTED 


117 OMSM; *11 rXM 


aCHOKICO I4«»tl94 
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nEDACTED 

OTEAhKO 


naw un-^iiT'ign'sn’nw iswjitk ^ Kur si u tw i h i viin ; 

H*Tt«W » MCI l« 


ktissKt aiic • ut;u« 


sftni tnmt itocci m»x« , 
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&naf8 Permanent SubKjmmiiea 
on InvesUgaSons 


HANPATE ACnEEHENT 


Mo Lween 

Hr Aotf Ml ZAROAni 

niltiWAi l-{ouac 

CLiTLon, KA/lACHt < P .>k 1 s L .» n ) 
(hnreinaftior “Uhn prlAclp.»l’*) 

.■j n cl 

Mo Jens SCHLECrLlM-tLCH 

2 run aaliat, 120a GENEVA ( S« llze r 1 and ) 
( liarelnaf Car "Che aganc") 


Conaarnlng i OUHEH EIHANCE INC. (Q.V.I.) 


OOOGOl 
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- - 


Tho courts of i;hc Canton nr Gfjnnva will hove 
cs x ct A u 3 V o u r I a d 1 0 1 1 a n . 

Tim agent reserves the rXgijC to i/istltuta 
proccedtng baforc Che competence ootirt of the prln- 
aipdX'a doffliciio or* rualclence. 


Hade and oxecutod In Coneva 
on 



TAc Mriholpol 


(. fo\lc^..t.LSL 

Th|> AfToni:. 
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3ld. 


HAWOATg ACnECHgNT 


8e tween 

Qeoum Nusrot SNUTro . 

70 Clifrtion^ Karachi (Pakistan) 

( hfi rai n a f t a r '’tha principal” ) 


anci 


He. Jena SCHLEaELHIL-KH 
2 . ruW' 'aallot , laoe Cenova 

{herelnarter "the agent") 


Concerning: MorXston Securities Inc (B.V,r) 


O0OGO3 
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Article V I 

This agreement sMu.ll be i:oci g t ru cd accor- 
i:o and subject to Swiss law. 

Tho courts or l;M»: Canton of Cenavn will 
.have: exclusive Jurisdiction. 

The agent reservo:*, tne right Lu liir.'l ItuLr 
proceeding before the competenta court of the principnl 
domici.le or residence. 


Made nnd executed in Geneva 
on 



tiir Principal 


. jii 

TiiG Agent 


000 G 04 



470 


Senate Permanent Subcommittee 
On Investigations 




471 


!«!.■ > •m* fra* “li 

1 *iJ '<*r woi 




n0n'«-k>"3XSKNCI 


awirsincAMO 


Ssnats Permanent Subrammitteb 
on Inmtigations 

COTECMA IfNiSPECTOIM 3.A. 


ftMlUSTON SKCUniTIES INC. (IJV. 
c/o Malirc J. SCI^nGHL\a.CH 
Ruo Ballot 2 
no6 - cjCjvEvr-; 


2 \ 2A\MMJ»t 


}m\a 29Ui. )9'}4 


Dear SJf3^ 

Wa lmv« (h« pioasurc or confirming hereby the Ibilowing : 

Should wo recoivo, wUIUn six months ft’om today, t coniract fi-oin Uta Oovernniani af 
f'nkiiian for iho Inspection ojid Utc price vcfificatlon of goods Imponed in PaJcJsian, we 
COTUCNA INSPECTION S.A.. Geneva will pay you 6 % (ji* pcrcam) on llie lotnf 
n^noufU Invoiced nnd paid to us by Uto Oovcriwncnt of PokUtan for sucli a contract 
(ii)fJng the whole duration of ilmt contract oiid Its renowai. 

TIicso payincJtfi win be made to^ you by Ui* <iuar(ofly, on the basic of funountj 
cITbelively received by us In Genova. ' 


Yours lincereiy. 



000S37 
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SY 

20041 

Dcc=mbcr ][. 1997 


Senate Peiwaif 


lentSubsammlBee 


EXHlBn'#_ 


redacted 


redacted 


REDACTED 


redacted 


gce«raj®JTMi- - !S^..K® 

ElrQUBEIB.aK3 S^JSEF 


CS007464 
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REDACTED 


REDACTED 


redacted 


1 have update! you on the Saimaa issue. We have ajjothcr Issue with the 
husband of cx-1 rime NUnistcr Bhutto of Pakistan. 1 do not ya understand the 
Sets but 1 am i iclincd to think that we tnedc a mistake Mons reason than over 
to reWotk our I I'ivate Bank, 


v mm v ooNflDEHIlAl - iteiT res 

rmrt nTAYgTW 

SaBOQMMmSKMBMfflSSANDSISir 

cfoy 


HbUAClED 

Best regards. 



CS007465 
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SenatB Peimanent Subtammiilee 
on Investigations 

EXHIBIT# • 


Meetings, Events, or Functions at which Benazir Bhutto, Asif All Zardari, 
or Both Were Present 


Date; 

Participants; 

Location; 

Summary: 


Late Jajiuary/Early February 1994 

William Rhodes, Shaukat Aziz, Benazir Bhutto, Asif Ali Zardari and others 
Davos, Switzerland 

William Rhodes and Shaukat Aziz attend Davos economic conference. During 
conference, they are guests at a dinner hosted by Benazir Bhutto and attended by 
approximately 150 others. 


Date; 

Participants: 

Location: 

Summary: 


February 1994 

John Reed, Paul Collins, Shaukat Taiin, Benazir Bhutto and Asif Ali Zardari 
Islamabad 

Discussion of Pakistani and world affairs. 


Date: 

Participants; 

Location; 

Summary: 


August 1994 

Sajjad Razvi, Paul Collins. Shaukat Tarin, Benazir Bhutto and others 
Prime Minister’s Residence, Islamabad 

General courtesy call, discussion of Citibank, macroeconomics and socio-political 
issues. 


Date: 

Participants: 

Location: 

Summary: 


December 1994 

Shaukat Aziz, Benazir Bhutto, Asif Ali Zardari, Benazir Bhutto’s economics 

advisor, Pakistani ambassador to Washington and others 

Prime Minister’s Residence, Islamabad 

Discussion of Pakistani economy during a dinner meeting. 


Date: 

Participants: 

Location: 

Sumrnaiy: 


March 7-10, 1995 

Shaukat Aziz, William Rhodes, Benazir Bhutto, Asif AH Zardari and others 
Singapore 

During a state visit to Singapore by Benazir Bhutto, WilHam Rhodes and S h a u k at 
Aziz meet with Benazir Bhutto and her advisors in Benazir Bhutto’s hotel suite to 
discuss the Pakistani economy. At several ofBcial events during this state visit, 
Shaukat Aziz exchanges greetings with Benazir Bhutto and Asif Ah Zardan. 
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Date: 

Participants: 

Location: 

Summary: 


Date: 

Participants: 

Location: 

Suromary: 


Date: 

Participants: 

Location; 

Summary: 


Date; 

Participants: 

Location: 

Summary; 


Date: 

Participants: 

Location: 

Summary: 


March 7-10, 1995 

ShauLat Aziz, William Rhodes. Benazir Bhutto. Asif Aii Zardaii and others 
Singapore) Dinner hosted by the Pakistaiu Ambassador 
Shaukat Aziz exchanges greetings with Benazir Bhutto and Asif Ah Zardari. 
Benazir Bhutto’s economic adviser asked Benazir Bhutto if she had ever visited 
Shaukat Aziz's home in Siogapore. She replied that she had never been invitei 
Shaukat Aziz stated that the Fhime Minister was welcome. 


March 7-10, 1995 

Shaukat Aziz, Shaukat Aziz’s wife, Benazir Bhutto, Asif Ah Zardari, protocol 
chiefs for Paldstaii and Singapore, tile Pakistani Ambassador, and numerous aides 
and security officials 
Shaukat Aziz’s home in Singapore 

During a state visit to Singapore, Benazii' Bhutto makes a surprisp^ sit to Shaukat 
Aziz’s home. The Benazir Bhutto party remains for approximately one hour. 


July 1995 

Shaukat Aziz, Benazir Bhutto, Asif All Zardari and others 
Kuala Lumpur, Malaysia 

Shaukat Aziz exchanges greetings with Asif Ah Zardari and Benazir Bhutto at a 
lunch given by Malaysian foreign mimstCT in connection with Benazir Bhutto’s 
state visit to Malaysia. Shaukat Aziz may also have exchanged greetings with 
Benazir Bhutto and Asif Ali Zardari at other events during the state visit. 


Sometime during Benazir Bhutto’s second term as prime minister 
Shaukat Aziz, ShauJeat Tarin. Asif Ali Zardari and others 
Prime Minister’s Residence, Islamabad 

Shaukat Aziz, Shaukat Tarin meet, perhaps on two different occasions, with Asif 
Ali Zardari and his aides for informal discussions regarding the Pakistani 
economy. 


September or October 1995 

Sajjad Razvi, Paul Collins, Shaukat Tarin, Benazir Bhutto and others 
Prime Minister’s Residence, Islamabad 

General courtesy caU, discussion of Citibank, macroeconomics and socio-political 
issues. 


- 2 - 
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Date: 

Participants; 

Location: 

Smmnary: 


Date: 

Participants; 

Location; 

Snmtnaiy: 


Date; 

Participants; 

Location; 

Summary: 


Date; 

Participants: 

Location: 

Snmmaiy: 


Date: 

ParticipaiLts: 

Location: 

Summary: 


Date: 

Participants; 

Location: 

Sunimaiy: 


December 1995 

Shaiikat Aziz, Paul CoUins, Asif Ali Zarfari and 1,500 others 
Karachi 

Asif Ali Zardaii is a guest at the weddmg of Shankat A2dz^s daughter. 


Dniing Benazir Bhutto’s second term as prime minister 
Shaukat Aziz and rqjresentatives of various banks 
Karachi 

Asif Ali Zardaii arrives at the end of dinner gathering of bank representatives in 
Pakistan. 


Late in Benazir Bhutto’s second term as prime minister 

Shaukat Aziz, Benazir Bhutto, Benazir Bhutto’s Finance Secretary and other 

economic advisors 

Prime Minister’s Residence, Islamabad 
Discussion of Pakistani Economy 


February 1996 

Nadeem Hussain, Shaukat Tarm, Asif Ali Zardaii and laved Pasha 
Prime Minister’s Residence, Islamabad 

Courtesy meeting to introduce Hussain as Citibank’s new consumer bank head in 
Pakistan. 


March 1996 

Sajjad Razvi, possibly Shaukat Taiin, Margaret Thatcher, Benazir Bhutto and 
others 

Prime Minister’s Residence, Islamabad 

Courtesy call with Lady Thatcher, whose speaking tom was sponsored by' 
Citibank. 


August 1996 

Paul CoUins, Citibank Country Corporate Ofticer for Pakistan and Benazir Bhutto 
Probably Islamabad 

Discussion regarding Citibank, the Pakistani economy, and regional' econaruic and 
political developments. 


-3 - 



477 


Date; 

Parti cipartts: 

Logstion: 

Summary: 


Fain 996 

Shaiikiat Aziz, Benazir Bhutto, Nusrat Bhutto, Sanaxn Bhutto, Dr. Bimyaci Haider 
and others 

Waldorf Astoria, New Yoric City 

Discussion of Pabsiani economy. Shanks Aziz expressed condolences regarding 
the death of Benazir Bhutto’s brother. Following this meeting, Shaukat Aziz, 
Benazir Bhutto and 20 others have dinner at the hotel. 


Date: 

participants: 


Summary: 


1998 

Shauicat Aziz, Shaukat Aziz’s wife, Benazir Bhutto, Dr. Bunyad Haider and his 
wife and several other couples 
Tb.r NV-w Jersey home 

Meeting arnong Pakistanis in the New Yoric area and Benazii Bhu.i.uj, 


> 4 - 
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Senate Pemtansnt Subtsminittee 
on investigations 

ATTACHMENT A EXHIBIT # 

STRICTLY CONFIDENTIAL — NOT FOR CIRCULATION 
SUBCOMMITTEE MEMBERS AND STAFF ONLY 


Client la 


Ciient la’s relationship with Citibank dates back to 1970 and continues today, although 
his accounts are in the process of being closed. In 1990, the funds in his Private Bank accounts 
were transferred to accounts in the name of client lb, a private investment company beneficially 
owned by client la. Those accounts are located in New York and London. Client la is also a 
client of Private Banking Group Paris and Citibank Libreville, Gabon, Client la also used to be 
a client of the Private Banking'Group Switzerland; account balance information about that 
account is not included herein because of customer confidentiality laws in Switzerland, 


On October 24, 1995, a special name account was created for client la to receive 
proceeds of a transaction initiated by client Ic on behalf of client la. Client Ic has full power of 
attorney over the account. 

Client la’s source of wealth includes compensation from the government of Gabon and 
interests in various oil companies, including Elf Gabon, Client la’s daughter is Chairman of the 
Board of Elf Gabon. Client la is also the majority shareholder in corporations engaged in rice 
distribution, salt processing, and banking. He also owns an interest in an automobile dealership. 

The following approximate annual average balances represent the majority of client las 
relationship with the bank.-*' Specifically, they include client lb’s worldwide investments, but do 
not include checking accounts, which are comparatively far smaller. We are in the process of 
determining the amounts in these additional accounts and will provide them to the Committee to 
the extent we are able to under applicable law as soon as we obtain accurate balances. 


1985 — $54,000,000 

1986 — $55,000,000 

1987 — $57,000,000 

1988 — $56,000,000 

1989 — $60,000,000 

1990 — $61,500,000 

1991 — $65,000,000 

1992 — $68,000,000 


1993 — $70,000,000 

1994 — $63,000,000 

1995 — $62,000,000 

1996 — $38,000,000 

1997 — $58,000,000 

1998 — $62,000,000 
1st Quarter 1999 — 

$65,000,000 


t' Unlike other relationships discussed herein, available records for 

this account permit Citibank to provide balance itrformation from 1985 forward. 



479 


Senate Permanent Subcommittee 


On Investigations 


EXHIBIT # 


32b . 


TaniJin Investments. LW. 
Year Yr/Qtr 


Perfomianca Pertorwanw Pertomiana. DbijUrbutions 
Cuanerty YTO Cumulanvs 


invostmerrl Ma 

Bends Stodes 


Cash 


SS2.412.000 


1335 


1396 


1987 


1939 


1990 


1991 


1992 


1993 


1994 


199S 


1996 


1997 


1998 


1999 


351Q SS3.434.000 

352Q 554,476.000 

aS3Q 555.533.000 

8S4Q 556.500.000 

8610 557.446.375 

8620 552.700.000 

863Q 5S3.582.725 

864Q 557.000.000 

871Q SSa.70Q.000 

8720 558,500,000 

8730 559.300.000 

8740 554.200.000 

8810 556,000.000 

3820 5S6.SQQ.Q0Q 

8330 556.900.000 

834Q 558.500.000 

891Q 559.500.000 

8920 561.700.000 

8930 563.000.000 

8940 561.000.000 

9010 560.700.000 

9020 581,700,000 

9030 S62J00,00O 

9040 563.400,000 

911Q S54.700.00Q 

912Q S64.SOO.OO0 

913Q S67.aOQ.000 

914Q $66,007,049 

921Q 565.862.545 

922Q 567.515,221 

923Q $69,564,295 

9240 $70,437,590 

9310 $69,747,643 

9320 $70,821,695 

9330 $69,899,265 

9340 $71,909,417 

9410 $64,406,447 

9420 $63,159,695 

9430 $63,552,217 

9440 $83,445,762 

9510 $62,893,595 

9520 $65,361,947 

9530 $61,178,450 

9540 $81,277,786 

9610 S58.13S.S62 

3620 528,311.732 

963Q $32,225,693 

964Q 533,795.168 

3710 555.202.707 

9720 558,427.384 

9730 560.193.820 

974Q SS9.S37.001 

9810 563.149.850 

982Q 564.179,857 

963Q 559.988.926 

964Q 564,743.867 

9910 565,672.947 


1.95S 1.95% 

1.95% 3.90% 

1,95% S.85% 

1.95% • 7.80% 

1.sa% 1-68% 

1.68% 3.33% 

1.68% 5.11% 

1.68% 6.70% 

Z58% 2.38% 

(0.34%) ZS3% 

1.37% 4.04% 

(8.60%) (4.91%) 

3.32% 3.32% 

0.89% 4.24% 

0. 71% 4.98% 

Z81% 7.93% 

t.71% 1.71% 

3.70% 5.47% 

Z11% 7.69% 

(X17%) 4.27% 

(0.49%) (0.49%) 

1. «% 1.1SS 

0.81% 1.97% 

1.93% 3.93% 

Z05% 2.05% 

(0.31%) 1.74% 

S.12% 6.94% 

(2.64%) 4.11% 

1.27% 1.27% 

Z6a% 3.95% 

3,06% 7,06% 

1.38% 8,54% 

4,36% 4.36% 

2J0% 6,54% 

3.51% 10-07% 

0.30% 10.36% 

(2.41%) (2.41%) 

(1.62%) (3,99%) 

2J0% (1.87%) 

(1.41%) (3J26%) 

4,66% 4.66% 

4,58% 9.45% 

Z5l% 12.20% 

1.05% 13.37% 

1/48% 1.45% 

Z24% 174% 

2.98% 6.84% 

4.88% 12.04% 

(0.79%) (0.79%) 

5.55% 5.01% 

3.17% 8.34% 

(0.98%) 7.29% 

6.19% 6.19% 

1.63% 7.92% 

(6.66S) 0.73% 

7.92% 8.71% 

1.44% 1.44% 


7.80% 


(55.710.000) 
15.02% SZ500.000 


9J7% 


18.05% 


23.09% 


27,93% 


33.18% 

(S986.0CO) 

($110,751) 

44.56% ($109,825) 

($3,760,000) 
($461,856) 
($3,406,013) 
59.53% $1,800,000 

($5,767,553) 
($206,486) 
($1,000,000) 
54.33% $791,652 

($3,437,183) 
($364,289) 
($5,793,268) 
74.97% ($515,735) 

($4,279,046) 
($31,104,691) 
$3,000,000 
96.04% $0 

$21,900,000 


110.33% 


128.64% 

131.93% 


87% 

87% 

87% 

45% 

74% 

59% 

35% 

32% 


53% 

64% 

64% 

47% 

63% 

59% 

66% 

77% 


T3S 

68% 

85% 

85% 


64% 

83% 

B2% 

83% 


66% 

85% 

85% 

83% 

64% 

59% 

55% 

S2S 


67% 

30% 

65% 

51% 

67% 

63% 

58% 

54% 

$3% 

SIS 

56% 

55% 

56% 


1CQ% 

100% 

100% 

100% 

1C0% 

1CO% 

100% 

100% 

13% 0% 

13% 0% 

13% 0% 

20% 35% 

19% 7% 

26% 15% 

25% 40% 

26% 42% 

16% 43% 

18% 43% 

18% 36% 

19% 34% 

22% 25% 

15% 20% 

19% 17% 

10% 43% 

15% 22% 

17% 24% 

13% 21% 

15% 8% 

19% 8% 

22% 10% 

24% 10% 

24% 11% 

25% 11% 

26% 11% 

29% 9% 

29% 8% 

34% 0% 

32% 3% 

30% 5% 

29% 8% 

34% 2% 

33% 8% 

32% 3% 

35% 3% 

33% 0% 

28% 42% 

35% 0% 

39% 0% 

33% 0% 

37% 0% 

42% 0% 

35% 1% 

36% 1% 

35% 0% *'54 

33% 1% 

39% 1% • 

39% 1% 


yin02557 
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Senate Permanent Subcommittee 
On Investigations 

exhibit # 


TENDIN LNVESTMENTS LTD 


♦ FORMALLY ESTABLISHED 1985, BUT PBG CONTACT/SERVICES GO BACK TO 
BRANCH OPENING IN 76 (ROGERS/THORNTON). 

♦ BAHAMAS CUSTOM TRUST + PRIVATE INVESTMENT COMPANY (PACT). 

♦ CONSERVATIVE BALANCED INVESTMENTS, AS OF 5/95, S 62.8 MM, 

IN VARIOUS PORTFOLIOS : FRN, US FIXED INCOME, INTERNATIONAL FIXED 
INCOME, BALANCED GROWTH, INTERNATIONAL EQUITIES, EUROPEAN 
ENTERPRISE, 

64 PCT BONDS, 34 PCT STOCKS, 2 PCT CASH. 

♦ OUTSTANDING LOAN : S 36.6 MM (LIBOR + 1.25 %) 

CONSOLIDATION OF SEVERAL LOANS (COLLATERALISED AGAINST THE 
ABOVE INVESTMENTS) TAKEN FOR LOCAL LIQUIDITY NEEDS. 

SEMI-ANNUAL REPAYMENT OF 10 PCT OF PRINCIPAL. 

♦ PROFITABILITY : 

MAY 1995: S 385 M 
1994: S 1.163 MM 

1993 : S 1.491 MM 


REDACTED 


♦ RELATIONSHIP IS MANAGED FROM PBG NEW YORK (ALAIN OBER, SAL 
MOLLICA) WITH ACTIVE AND ONGOING COORDINATION WITH AFRICA 
GLOBAL MARKET MANAGEMENT (C. ROGERS) AND WITH CCO GABON (K 
THOMSON). CLIENT IS VISITED THREE TIMES A YEAR AS A SENOT E 
RELATIONSHIP, IT IS REVIE'SVED FORMALLY AT LEAST ONCE A YEAR WITH ED 
MONTERO, DIVISION HEAD. CURRENTLY, THE RELATIONSHIP IS GOOD. 

♦ FULL AUDIT COMPLIANCE CHECK RECENTLY COMPLETED SATISFACTOWLY 
AS A RESULT OF EMEA DIVISIONAL "PRODUCT SUITABILITY - CUSTOMER 
PROFILE" REVIEW. 


Xi0043iS 
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Senate Peimanent Subcommittee 
On Investigations 
EXHIBIT § 32d. 


Client File [966241 TENOIN INVESTMENTS LTD. PC-2623N 1] Client Profile Fomi 
— Summary ^ 

Njbiw; THHOIH INVtSTWBtTS LTD. ro-2623!< 

THtOIN INVy.'iTWBnS LTD. PC-2623H 


□ Prospect Segment At Trot AUfeSIMM CMibSIOM; Hi CHH SrPrt 


Expense Oode; 00565 . COiO: 5SQ0 

Dofricila: Bahamas 

Client Hambec 96S241 


— Bankers 

Name; ALAIN OBSH 
FftJe: 


Prtvsts Banker 


Type Primary Banker 


Divtsjon: PB6-WH 

{ 212) 558 - Slg4_ Ext 
Far { 212 ) 793 - 6493 Ext 


Banter ID: QAOZ 

_ Team ID: MgjQ4 

Required: Yas 

Stml Display; Istline 
Source: - Client / Account 


— Client Telephones - 

1 ( .) 


Typo; Business Talephooe 


Ext 


1 ( ) - ^ 

t { ) - ^ 

1 ( „) - ^ 


P3 

o 

> 

n 

w 

CJ 


1 


Fri, Aug 16, 1996 02:49:07 PM Property of CiShank. New York 


Page i 

XB002444 
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FOR 


Client File [966241 TENDIN INVESTMENTS LTD. PC-2623N 1] Client Profile Form 
— Sasmess Data 

a,mpm Nm«: ^ Own Business 

Data Started: 

Natura Of Qasmess: mP OF STATE FOR OVER 25 YEARS 


Any Useful Detalfs/Cftanges Anficipated: 


Sourca of Wealtlj / Business Background: Setf-Made 

AS A RESULT OF POSrrtOH. COlWTffY iS OIL PflOOUCER. 


I — r Partners 


(None) 


— Contacts — 

Name: 

[fiformation; 

CA3 CmTRUST (BAHAMAS) LTBJF. 0. BOX N-1576 
NASSAU. BAHAMAS ATTN: QOWELtF KHOWl£5,T.O. 

Name: 

InformatioR: 


1 ( ) - 

Function; ' Unspecified 


1 ( ) - Brt. 

R;ncl5cn: Unspecified .. 


Name: 

inforrnatlon: 


1 ( ) - Ert. 

Function: Unspecified 


Fri, Aug 16. 1996 02:49:07 PM 


Page 5 


Property of Citibank, New York 


X 1002448 
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SnUCn-Y COKHDENTIAL- NOT FOR 
CmCOLATION 

SUBCOMMITTEE MEMBERS AND STAFF 
ONLY 


Client File [966241 TENDIN INVESTMENTS LTD. PC-2623N 1) Client Profile Fonrt 
— Special Considerations ■" 

Business/Fixitessional; 

PAST HEAVY SOem>WlSG USED TO HNAiKE LAST REBJECTON CAMPAJSN 

{liquid% needs, new business, future credR needs, standlnq instructions) 
personal: 


(retirement, educational needs, special care, taxes, standing instnictioos) 

I Citicorp Major Business Opportunities — - 

Immediate Needs: 

GROWTH AHO INCOME 


Long Term Needs: 

PACT TO B6NEHT Wii^ AND CHOREH 


Stretegsp 


— — Products at PBG and Bfsewhere 

Uses 

atPSG 

Past User 
at PBG 

Uses at 
Ottierlftst 

Interested 
in Prod. 

Averse 
to Prtxf. 

Estimated AUM 

BANKING 







Checking 


□ 

□ 

□ 

□ 

SO 

USD Honey Market 

□ 

□ 

□ 

□ 

□ 

: 

i 

FX Morey Market 

□ 

□ 

□ 

□ 

□ 

SO ' 

1 

ROUCiARY 








Fri. Aug 1 6. 1 995 02;d9:Q7 PM Property of Otsbank. New York 

XiOG2450 
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STMCTI.V COmroEKTIAI. - SOT FOtt 

MIMMK *m staff 


Client File [966241 TENDIN INVESTMENTS LTD. PC-2623N 1] Client Profile Form 
Products at PBG and Etsawhare Icontinued) 


Tnjst 

□ 

□ 

□ 

□ 

□ 

$0 

PSC 

□ 

□ 

□ 

□ 

□ 

so 

PACT 


□ 

□ 

□ 

□ 

$62,1 

Estate Planning 

□ 

□ 

□ 

□ 

□ 

SO 

INVESTMENT 







Managed Equity 

□ 

□ 

□ 

□ 

□ 

SO 

Managed Fixed Income 


□ 

□ 

□ 

□ 

$0 

Managed Combo 

□ 

□ 

□ 

□ 

□ 

$Q 

Managed Intnl. Equity 


□ 

□ 

□ 

□ 

SO 

Managed Intnl, Rxed Inc. 


□ 

□ 

□ 

□ 

$0 

Managed Intnl. Combo 


□ 

□ 

□ 

□ 

SO 

Performance Portfolio 

□ 

□ 

□ 

□ 

□ 

$0 

Custody 

□ 

□ 

□ 

□ 

□ 

SO 

Precious Metal 

□ 

□ 

□ 

□ 

□ 

so 

Real Estate 

□ 

□ 

□ 

□ 

□ 

SO 

Mutual Funds 

□ 

□ 

□ 

□ 

□ 

SO 

USD Time Deposits 

□ 

□ 

□ 

□ 

□ 

so 

FX Time Deposits 

□ 

□ 

□ 

□ 

□' 

so 

INVESTMOn ADVISORY 






M and A 

□ 

□ 

□ 

□ 

LJ 

$0 

Oefat/Equity Swap 

□ 

□ 

□ 

□ 

1 j 

$0 


Fri, Aug 16. 1996 02:49:07 PM Property of Citibank, New York 

XE002451 
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Client File [966241 TENDIN INVESTMENTS LTD. PC-2623N 1] Client Profile Form 

- Operational Considerations/Cautions — 

SECRECY IS VRY IMPORTAHT. MAIN COffTACT SS PSSOHAL ASStSTAHT, iAVRS 6. 


— Last Updated By 




ALAIHOBa 



P3S-WH 

Privafe Banker 

OAQ2 

Eurape/Viddte East/Africa 


( 212) 559 - 9194 Ext 


Last Revised: 

08/12/1996 


Fri, Aug 16, 1996 02:49:07 PM 


Property of Citibank, New York 


Page 11 


Xi002454 
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STOCTLY cowmirmAi. - not tob 
ciacui^TiOH " 

s WOMWTTXI HtMBtM AND STA 7 T 


.Full Profile (individual): Cuent/accouht holder or related account holder 


'’roHle On.- Client fPBG DefinitJanJ ^ Ot/Jer Account Holder Q 

Related Account Haider Q 


Name: CDfy^C 

Private Banker ■ c' OFitrK. { 

Primary Address; .7 

floriac Putpias« only] d^A,e. dj 6<> Ka ^uJkO'-^UA. 

S.p. 

Banker Location: CXC-/ !L /)'4 j 

Market Region: . 

LJ-6\e xFUj 

Business: 


Nationality: 


Phone: 0-^41- "7 -2. *7 7 / 2. Legal Domicile: 


Name & Relationship to Primary Client: (lor Related Account Holders! 


Name of Client: 


Personal/Business . 
Relationship to 

Client; 

SDN Check: Name Not Found 

X 


Special Status: No Special Status 

□ 

Special Name? Q 

Public Figure? 

X 

Employee? □ 

Non-Target Market 


Money Manager? Q 

Client 

Q 


Detail. Detail; (if special status is indicated) 

N 

a.f. S.h"4t} 

/■ (g-fl-SO ^ J 


Identification: [See Appendix A of the KYC Policy* Oocumematiao must be on file) 


Type i 

1 Country 


ID Number 

Valid Until (expiration) 

LA/'^vVC-J f>y 

3KEBSH 

EB3SBS 

^ *^3 ' 




1 cJ r>cjryUiL_\ 




CrAr. -fAjy-ts o/ /S-n-^o a.fh, UJLj. 


References; Verbal (catnplefe i In dacumeniarion file) Q Written ( & in dogjwenlatipn Sle) Q 


Type' 

Name 

Date 

Area/Location 





Results: 

Verbal Ccumniete & In documentation file) Q Written 

( & In documentation file) Q , . 

Type' 

Name 

Date 

_ Area/Location 




zzizu 


. Xl006695e 

VanionJ Oao6e(31. 1SS7 P»^ 
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SnucriY CONTOJErTlAi. _ Nor ana 
cmctoA-ncN " 

MEVBEas AiTO STASY 


[ M, Full P/?0^/LF(individuan: Cu£m/ACcouNrHoLD£^rRELArs.o Account H otoeR 


RELATlOXSHiF Struclure: [Noi for Reiateo Acownt Movers) 


. Individual or Entity Name 

Personal 

Ratationshio 

Account Holder ! 
Relationship* 

Indtvidual or Eniity 
Name 

Persanai 

Rsiationsnip 

Aorount Holder 
Rsiationsnip’ 

^ rZt»/>TU' 






O 5 



















’Related or joint aarount holdera; authorized sigrsers. o^nen/pnndpaU of ewittes in tf>e reteftonsftip {own 25“/* or more) 


Sources of Wealth, Past and/or Present: 


Inherited Wealth Q 

Top Execulive □ 

Business Owner Q 


Investor 

Professjcnai or 
Public Figure 



Detail: Nsa back or anacn aaoittonal pages- see owe below arid end of profile /or deia‘1 prompisj 
5 l ^ ^^7 7‘Oc‘Wi.-' O 


Company Name 

Titte/Position “ 

Vb Owned (If any) 

Since 









. 



• 


Occupation: !s the individual engaged in any df.the following occupations? Please check ail applicable: 


Real Estate Brokers 
Art & antique dealers 
Sroker/Deaiers 
Leather goods stores 
Pawn Shops 

Custom jewelry exporters 


Q Travel Agencies □ 

Q Casinos □ 

Q import/Export Companies s □ 

Q Jewel/gems/predous metal dealers □ 

□ .Car/boal/piane dealerships Q 

Q Textile businesses □ 

Q TeiemarketBfs 

Q Sole practitioner (or small, little known law firms) 

□ Wholesalers and retailers of consumer electronics 

□ Used trucWauto/machine part manufacturers or dealers 

Q Cash ^enshre business (l.e., restaurants, retail stores, parldng garage, stadiurr^, movie , 
theaters, etc.) • 

Q Off-shore corporations tor their sitbsidiarira) and banks set up In tax snu/ar secre^ 

□ Non-Traditionai Hnanda! Entities fCurrency Exchange Houses (Casas de C^ibbs, . 

Houses) Money Transmitters, Check Cashers, FX Houses, Remittance p q p 

□ None=fm.3faova .;■■■■; )l|im.66|6 ; 

V«js»rt2 - Ocsa&erSl.lM? • 
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SmCTLY COfOTSEfmAX - NOT FOR 
CIRCtllATIOfe 

SUSCOM»aTTX£ MEKBXRS AND STAFF 
ONLY 


Full Profile (individual); Cufst/Account H aLoeR or Rela ted Accausr H older 


Name 

Funclian & Location 

Name 

Function 4 Location 

03e£. 

Pnvate Banker^ 



>4 l^u/a 

Supervisor/ CC^/J^ 



AJr>^ r 

Sadt-up Banker/ CCC^/Zi 


• 

A-'d/^ C-Aa /> 

Seivist mcexl CCC-/ Ji 



hS'e iPl^fJr 

Produd Specialist 




trr-^ 


J 




i 


Financis: Summary; 


. Caiegones 

Amount (USD OQQ's] 

Other Categories 

Amount (USD OCO’s) 

Tata' Assets 

^ 2d 0, OO 0 


. 

Total Uabilitses 

O 



Net Wortfi 

•$> Oioo , o 0 O 



Current Income 

2i , poip 
















Addilional Finanaal Informatiao: / . a j - 

cO'J/^'cuJL^ -io 


f"t ^ 

r e>j- 

f A^'^®^Vl6y 


Other CjU Relationships; 


Contact Name 

Phone 

Citibank Area 

Location 

Account Type 

Fzai^x^ /WSvir^ 

VS" Of 

feSr 

PaA^ 


A/cj-^o/ S*/t ba 

-!i Hi 1 3 


UCneviil^, Srfr&O'd 



















Detail; 


XiaOG69:^. 

Ve«bn2 0=3ci>er3\W P3g«3;^- 
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'^STAjfy 


EL HADJ OMAR BONGO 


El Hadj Omar Bongo (OB) is President of Gabon sincr 1967 (he is running for reeieeuoa 12/98]:. 

0 bom 1935 (Gabon). 

-Q 1962-65: Chid'ofSiaffQfGaban’sfirsiPTcadcnt.LeonMba. 
o 1965-^6: Minxsicr of Defence and CooniiMtioo. 

a Since 1967: dcacd President of the Gabonese Republic and nreieclcd sevend times (with the 
blessing of the French Government). Gabon is caasidercd a muiti-pasty democrat. 

Married lo Josephine Kama (1959), three children (Albcninc - d&*:as fd Ali Ben and Pascalinc). 1990, 
second marriage tq Fdith Sassou Ngucssa. daughter of the Picad^ of Ihc Congo ( ex, French), two 
young children. Josephine is now pursuing a career as a pop singer under the name of Patience Dabany 
(she resides in Los Angeles). 

Creaicd wcalUi is conserv’atively estimated in excess of S200 MM. As head of State, in exce s s of SIOO 
MM of the Stale Budget (=• 8%) arc put at OB 's disposal on a yearly basis to cover ail expenses related to 
ilie Presidency. Moreover, a major pan of his w'calth is invested in the major sectors of the economy 
(timber, oil) and real estate (Gabaiu France). Gabon is a major oil producer. The major oil comply is 
Elf Gabon (owned by France. Gabon and some Gabonese - including OB -) which exports pnxlucuon to 
France. Uic Bongo family are major personal sliarchoidcrs of Elf Gabon (PasoUne Bongo, currently 

CIiicfofStnffofihcPresidcni.isClwimianQfllieBoardofElfGabon). Besides Elf Gabon, fcnown 

majority shareholdings of OB include: CIE (rice distribution). Socicic Gcant 24 1 (GM or deleaiship), 
SISAC'csalO and FTBA (Banque Franctise IntcrcDnunenialc). FIBA has offices in Libreville. BrazzaviUe 
and Paris. Tlie Bongos are nujority sluireholdcfs while Elf is the minority shareholder. 

Of total eslimaied wealth, half is imxstcd overseas with Frer^ (FIBA. Paribas) and other international 
banks. TIic reiauonship with Citibank N.Y. dales back to 1970 (personal account then fiduciary account 
in the Bahamas), Im-estcd amount luis been relatively stable over the last decade, with minimum in or 
outflows. OB is a balanced im'esiof <se\'«ral portfolios in Kew York and London). Several years ago. he 
used his holdings as collaieral for barro\ring. but the outstandings wtre finally repaid in 1996 when the 
dirTcremial imercsi ratc/ponfolia return ■was net any more in his favor, OB is also a client of PBG Pans 
and Citibank Libreville. Gabon. 

liiformation on President Bongo is readily .lA-ailablc from the Gabonese (especially from the Opposilion 
parties ncewiqxipcts) and French media. Alain Ober visits OB three limes a year since 1991 (ail call 
reports arc in client’s file), 

OB is also holder of the Special Name aceouui "05“ (985345). opened in 1995 lo receive ilie proceeds of 
a priv'aic oil related traitsaction. 

Other Bongo family members have curreiuly accounts ai PBG New York: Edith Bongo-Sassou. his wife 
and Poscnlinc Bongo, his daughter. 

Lmc 1996 and early 1997, this rclaiionship was examined in depth by the Federal Reserve and the O.CC. 
The relationship is rexaevvtai and approved m-cry yar by the Head of the Private Bank, the Head of 
EMEA, the Maiket Manager for Africa and the N.Y. EMEA Vice PrestdeaL 


yion6698 
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KYC CLIENT ACCEPTANCE CHECKUST 

98343400 


1. PUBLIC FIGURE 

Client Name.:;;T!L«.° UBN. 


^ On^^et^ ep Cas^oni 


"STOlC’l LV LUNHUETfflAL-NOT-FOR 

CIRCm-ATION 

SUSCOMMITTEE MEMBERS AND STAFF 
ONLY 

CITIBANK ©’ 



Opening Diary Note must clearly describe the circumstances that makes a prospect 
a public figure 

Note: • Public Figures may not be Isolators 
Private Banker must notify the followng;* 

1 . For non-US prospects or clients: the Country Corporate 


for UK/Cl 

KYCIO.t 


Please send David Richards a citimail and he notify Mtehae) Kirkwood 



2. For US prospects or cjiarife; the Corporate Stale Officer for the state where the 
account is booked 


if UK^is not prospect's domicile: Market Region Head for UK/Cl. Philippe 
ce 

PLEASE ATTACH COPIES OF NOTIFICATIONS IN ALL CASES 


□ done 




«*=| 

IRnnulAv. 

t=» -TO I 

□ NOTIFIED 


OR 

□ NOTIFIED 

AND 

□ NOTIFIED 


IN ALL CASES, SUPPORTING DOCUMENTATION MUST BE ATTACHED. 

IF ALL THE ABOVE HAVE BEEN SATISFIED, A CLIENT WILL BE APPROVED BY:- 

Private Banker 

PRINT NAME SIGN DATE ^ 

By signing this you srs confirming that ths atxys information has bssn coOscteO ertd has bean vsrifisO by you In accordance with approved CIVbank 
proc^urea. 


Ij-dl — 


Private Banker's Supervisor 

PRINT NAME SION DATE 

By signing this you are confirming that you have read the attached i/rformation orKi aresp^l^ed with Its contents. 


Global Market Manager 
( where client Is domiciled) 


Investment Center Head 
(unless client Is UK domiciled) 


Market Region Head 

(client's domicile) 


PRINT NAME 



’ 3 DEC 1 9 98 

'ii' Uz/ttU 

r 


ADU QUALITY ASSURANCE APPROVAL 




DATE 


XPQ06.3 2Q 


checK-16\12\97 


DonnaAJ<B« p,K.^«ui-y 

Managw Aefto op r^iVFvTEi 

tEsPiM><j HsiPi-o oP £-roC»=H; 

Nv £rr^S-<=> . 
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STRICTLV CONFSDKHTlAi. - NOT tOU 

cmcui-inoN 

SUBCOMMITTEE MEMBERS AND STAEF 
ONLY 


Existing Clibit KYC Approvals 


Date 




Ca Review Oats ’NJfi- 


IfSsiien Rswew Q 


NesS Review Date 


/A. 


AtkuhW Review □ 


NameofAessunf.’ fNiu^r VTOiepJT?. 

USN 

'S.oi’b'sS' 



MeriwtOomlcite 

C flfiorj 


Status: 

Account Hdder (FuS ProSe) 

Related Aoet. Holder (Partal Profile) 

Join AcA Holder <F;4 Profile) 

AuPfcd^ Signar (Banc Informaticn} 

BeneSdd Owner ^uS Prel^} 

□ 

□ 

□ 

□ 


VJq 


Status: 

Stanaara 

PtAslicFiBUfe 

Nert-Taiget Madeet f<KSfc«o«i 

a 

Special Narne 
Employee 

Money Wsftager 


onn 


Private Banker Pi^PA, r, 

Ai^rcrmisi (titnatm >ns pivnM MrM} 


Pnvale Banker 






v*cf g\tp . 


(Bale) 


Supervisor 


Qualify Assutvce 


Gl^al Market Manager 

(H acc^oMiQS 


Invosenerrt Centro KM<f 
peDpCoted 



l>(arkei Region Haste , , ...,. 

(irapori<si«M) (*>9n«u'«) (prirenwiw) («■») 


Xi006321 
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CmBAN«S 

Transaction Profile the ariBANKPKiVATE bank - London 

UBN: TENDIN INVESTMENTS AccountTltJ®: 301S05 

is this UBN to be placed on the Transaction Monitor List 7 H Yes □ No 

ff yes p/ease tick rmson(s) 

H Public PIgui* □ Special Mams □ Employes □ Money Manager □ HAM Agrrit mleslng 

□ other (pteise spttcHy) 

Provide a detailed summary of how this account (UBN) Is going to be used overall. If possible, include a 
breakdown of fransactlorul activity, {attach a separate memorandum if necessary) : 

BO Is president of Gabon. Large Investment portfolio; $8.5MM in 68A and $34MM in FGP. No inflows/outfiows. 

BO does not liaise wHth London, but with Is PAM in New York. 


The foitowing sections refer to Incoming and Outgoing transactions [.e. cash deposits; cash withdrawals, 
cheques infeut; funds transfers in/out (inciude payments to^rom other UBNs within the London Booking Centre) 


Expected number of ineom/ng transactions morUhly 

a Q - 15 

□ 16-25 

□ 26 . SO 

□ over 50 

Expected number of outgoing transactions monthly 

S 0-15 

a 16-25 

Q 26-50 

□ over SO 

Expected monthly tout value (USDl of incoming 
transactions: 

O $0 - 550M 

□ $51H - S1C0M 

n $101M - $250M 

O 5251M - SfOOM 

□ S5S1M • $1MM 

S over SIMM 

Expected monthly total value (USD) of ou^dng 
transactions : 

□ $0 - $50M 

□ $51M - SIMM 

□ S101M - S250M 

□ $251M - SSOOM 

n SSOIM • SIMM 

13 over SIMM 

Private Banker. SHARON 8AHL ^ Date: 11-9-98 

print name and sign j\ ft 

S„p.n,lsor: 


Upon completion, fonvardta: Transaction Unit, Oriffin House 

Xi006326 

STRrCn.V CONFIDFWnAL- KOT FOR 
CmClXATlON 

SUBCeiHMTFTSe MEMBERS AND STAFF 
(WLY 


MW/w66.DOC/ii/oo/ea/i 






information On Tendin investments 


Relationship Name Tendin Investments 



Xi006301 
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Year of Formation: 

Ownenship Cert on file: 


'ifPtC/Trust- Marragement'fnfo 



Cfti : ~ 

Approved Institution : ~ 

Where administered? 

Where managed? ' 

STRICTLY CONFmEmtAL - NOT FOR 
CIRCULAnOK 

SimCOMMITTEE MEMBERS A.M) STAFF 
OJTLV 

Other ; ' H 

Managed By : - 


SD^'peefoi Status 1. 



Initial SDN Check: 

Name Not Found 


Speciai Status: 

No Special Status Z' • PubScRgute _ 



Money Manager Z Special Name _ 



PBG Employee — : Non Target Market _ 



if Yes, Acceptance Rationale: 

Ownere, Principa!s®iractors, Beneficial Owners. Grantors. Trustees. Authorised Sigfiers(rncIode % owned if applicable) 
Name TiUe/Position %Owrwd Comment 


Ownership of Other Entities in Reiationship (including % owned): 
ne % Owned Comment 


tdentifieationi 


Full Docs on File; _ Identification Comments; 

OSu^on:^ tivTon^’engagerriiTary^ t h»«cupatlor>s on the sensitive Ksg': 
Occapetion 



If No, State Business: 

■Soon^' of Weaift'and Business 

Detari: Transaction profits; No movement on accounts other than within the investment poftfeiB. as dictated by 

Cltitrust Bahamas. Nc cash transactions. 

This is a PAM account (PBG NY) to take advantage of our global investment capability. AH due dilllgence is 
done in NY. 

25/8/98 - We have obtained the following information on the BO from Alain Ober. the NY PAM;» 

The BO is E! Hadj Omar Bongo, (referred to as OB). President of Gabon since 1 967 (running for re-election 
fo 12/93). 

He was bom in Gabon in 1935. 

1 952-1 965: Chief of Staff of Gabon's first President, Leon Mba. 

1965-19KI; Minister of Defence and Coordination. 

Since 1967: elected President of the Gabonese Republic and reelected several times (with the blessing of 
the French Government). Gabon is considered a muKi-party democracy. 

Married tt Josephine Kama {1959X three children (Aibertine - deceased, Air Ben and Pascaiine). 1990- 
second mamage to EdHh Sassou Nguesso. daughter of the President of the Congo (ex. French), two young 
children. Josephine is now pursuing a career as a pc^ singer under the name of Patience Dabany (she 
resides in Los Angeles). 

Created weatth is conservatively estimated in excess of USS200mm. As Head of State, in excess of 
USSIflOmm of the state budget (=88t) are put at OS's disposal on a yearly basis to cover ail expenses 
related to the Presidency. Moreover, a ma»or part of his wealth is invested in the major sectois of the 
economy (tirrtber, oil) a.Td real estate (Gabon, France). Gabon is a major oil producer. The major oil 
campar^y is Elf Gabon (owned by France, Gabon and some Gabonese including OB) which exports 
production to Francs. TTre Bongo family are major personat shareholders of Of Gabotr (Pascaiine Songo, 
currently Chief of S*.aff of the President, is Chairman of the Board of Eif Gabon). Besides Etf Gabon, known 
majorj^ shareholdings of OB include: (^E (rice distribution). Sodete Geant 241 (GM car dealership). SISAG 


0(5419/7999 10:02:28 


Page 2 of! 

Xi006302 
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information On Tendin investments ReiatiORship Name Tendin investments 

(salt) and RBA (Banque Francasa Interarimentafe). FBA fws offices m Lfereville. Branaviiie and P^s, 
Ttie Bongos are majonty shafahokJars wh3e Hf is the minority shareholder. 

Of total estimated weaSh, haff b swe^ed overseas wnft French (FiBA. Paribas) and ather international 
banks. The relationship wilh Citibank NY dales back to 1970 &jereonal account, then fiduciary account in the 
Bahamas). Invested amount has been miahre^stabSe ove- the last decade, with minimum in/out flows. OB 
is a balanced inve^or (several portfoKos to New York and London). Several years ago, he used his holdings 
as coltalara! for borrowing, but the outstandings were finaSy repaid fn 1 995 when the differential inlarest 
rate/portfolio return was no longer favourable. 08 5 aboa client of PBG Paris and Citibank Ufareville. 

Osbon. 


Information on President Bongo is remiay avaiiable hom the Gabonese {especially from the Opposition 
parties newspapers) and French media. Atain Ober visits OB three times a year since 1 99t (aH call reporu 
are in client’s file in NY). 

OB is also holder of a Special Name account “OS' (385545). opened in 1995 in New York to receive the 
proceeds of a private oil related transat^on. 

Other Bongo family members have accounts at PBG New York: Edith Borgo-Sassou, his wife, and 
Pascaline Borgo, his daughter. 

Late 1995 and early 1397 Ihs relafionship was exanvned in depth by the Federal Reserve and the OGC 
(C^ce of the Controller of the Cuneiw^). TTie relationship Is reviewed and approved every year by the Head 
of the Private Bank, the Head of EMHA, the Market Manager far Africa and the NY EMEA Vice President. 

Source of fends is covered above. 


PBG NY A/C No. : 10215064 - Attn Ala«i Ober, who is the PAM, in partnership with Chris Rogers. 

G8A portfolio, managed by Mary Ftemrng in London. Substantial addilbnai assets with PBG New 

York. 


Trust ran outof Cfti Bahamas. Primary relationship manager. Alain Ober in PBG NewYork,to whom we 
extend a TPC backed by ciierits GBA. 


Extremely proftable relationship to PBG and other centres 


Ourrelatiorrship here is pure.y reactive and. governed by the PAf^. 

Investment 

PAM retationshto- 

KYC provided by NY PAM 2S<U'98 

Investment account. 

No relationship to othercRents. 


iRefareruiiS;!^:'- 

References on File : 
References Comments: 






en^'swn»d? ' ; 

Source rrfinWaiacc'ountfunding?'. • 

Howdoes^entfiyexpecttousetheralartfoRShlp? .... 7 

How WM the iitfcMTraf}^ onfliilTefTBtyjjbtaltwrf? 

If PiCyrru sti.Pu Tpow of PICyTmait? : .• •. ' • 


Additional Infomration ’’r'l. - ’’ > 

301605 ’ 

no contact with the clien: m London. Wealth Management by PAM in New York 

StalusfFor Rel. Head Only)- Active Pel. Head 

Expense Code; Atfariiy Gro'^r; 



05^9/1959 10i)2:23 


Pages of T 


Xi006303 
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Senate Permanent Subcommittee 
On Investigations 
EXHIBIT # 32e. 


~ Cfient Summary 
OS * 


Client File |9853^0S 1] Wlationship Inquiry Form 


(Jp-3' 


Non-ln<fividua! PEG Client CO!D; 


5000 


Tracking Coda: A: Trgt AUM>51MM CNR>$10M; Hi CNR Gr Pot 
Fiduciary Rel^ No Marketing Domicile: Gabon 


Expense Code: 00565 
Enrolled; 10/25/1995 
SSN: 


— Telephone Numbers 

1 ( _) - Ext_ 


Primary residence 
727711 


1 ( ) - Ext Primary residence 

740710 


1 ( _) . Ext Primary residence 

765317 

Account Summary — - — - — 

US$ Client Assets: 1,097.625.28 US5 Client Uab.: 0^ COiD; 5000 i 


Entitlement Group: 9 8535901 Title: OS 

10359148 NY PDA Individual 80 $ 3,515.07 


37024284 Nassau TD 370 $1,094.110.21 



USS Client Msets: 

1,097,625-28 

USS Client Liabilities: 

0.00 

10359148 


New York DDA Individual 80 

Acil>^ 

PEG Client COID; 

5000 Exp: 00565 

05/14/1999 

$3,515.07 

37024284 


Nassau U.S. Dollar TD 370 

Active 

PEG Client COID: 

5000 Exp: 00565 

05/13/1999 

, $ 1,094,110.21 



Fri, May 14, 1999 10:30:58 AM Property of Citibank, New York Page 1 
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STRICTLY CONFiBE>rnAL - NOT FOR 
CIRCULATION 

SUBCOMMITTEE MEMBERS AiVD STAFF 
ONLY 


COent File [985359 OS 1} Relationshtp Inquliy Form 

Banker Team — 

Team ID: MEN04 Team Desc.; EMEA ■ MIDDLE EAST - NEW YORK 

Source; Client/ Account Stmt Print Yes Actual # of Bankers: __1 

Bankers 


Name: 

ALAIN OBER 




Banker ID: 

OA02 

Title: 

Private Banker 


Type: 

Primary Banker 

Team ID: 

MEN04 

DIvisitm: 

PBG-WH 




Required: 

Yes 

Phone: 

{ 212) 559 - 

9194 

Ext 


Stmt Display; 1st Line 

Fax: 

( 212) 793 - 

6493 

Ext 

Source: 

Client / Account 


— Client Addresses 

CP7Z ~ ~ ~ ~ 

CH-1211 GENEVA 21 

Swtzeriand 


PRESIDENCY 


LIBREVILLE 

Gab on 

Related Clients 

S AMUEL DOSSOU AWORET 

EL HADJ OMAR BONGO 

Contacts 

Name: 

Information: 

MAILING ADDRESS: HAM 


Tie: 1 COID: 5000 

Usage: Business Address 

Effective; 08/06/1996 
Expires: NONE 

Tie: 1 COID: 5000 

Usage: Primary Residence 

Effective; 03/24/1998 
Expires: NONE 


Client Group 


Client Group 


1__ ( ) • Ext. 

Function: Unspecified 


Fri, May 14, 1999 10:30:58 AM Property of Citibank, New York 


Page 2 
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Client File [985359 OS 1] Relafionship Inquiry Form 

Contacts (continued) — 

Name: 1 { ! - ExL_ 

Information: Function: Unspecified 

SPECIAL NAME AC FOR EL HADJ OMAR BONGO, PRESIDENT GABON 


Related Statements 

Statement: Primary Single Entitlement 96535$010-0 C01D: 5000 

Mailing Name: OS Client Relationship: 

OWNER 

Statement Hame: 


Bonvwing Power Summary 


BORROWING POWER 
Amount is the Loanable Value of assets in 
pledged Entitiement Groups underthis 
client number, less current exposure. 

Approved Line of Credit: ***** ***^ Cross-Collateral: Refer to 

Borrowing Power Credit Admin, tor Details 


Borrowing Power Details — — 

Ent Market Loanable Exposure Surplus/ Credit CoUat 

• Group Value Value Shortfall!-) Relat Out 


Martet Value: 
Loanable Value: 
Exposure: 
Surpius/Short^ll: 


$ 1,097,625.28 


$1,0S4,110.21 


$ 0.00 


$1.0S4.110.21 


01 $ 1.097,625.28 $1,094,110.21 $0.00 $1,094,110.21 ^ Y 


Related Closed Accounts _____ 

38515829 Nassau CRA Individual 58 Put^able 

f PBG Client Ent Group: COfD: 5000 Exp: 00565 Date Closed: 06/28/1996 

37020179 Nassau U.S. Dollar TD 370 Closed 

PBG Client Ent Group: COID: 500Q Exp: 00565 Date Closed: 03/04/1998 

i 37020375 Nassau U.S. Dollar TD 370 Closed 

i PBG Client EnL Group: COID: 5000 Exp: 00565 Date Closed: 06/14/1996 


Fri, May 14. 1999 10:30:58 AM Property of Citibank, New York 


Pages 
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Client File [985359 OS 1J Relationship Inquiry Form 

I Roiated Closed Accounts (continued) — 

37022561 Nassau U.S. Dollar TD 370 Closed 

j PBG Client Ent Group: COID: 5000 Exp: D0565 Date Closed: 03/03/1997 


Fri, May 14. 1999 10:30:58 AM 


Property of Citibank, New York 


Page 4 
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STTUCTLY CONFtDEffTUi.- NOT FOR 
crRCTi-A-noN ' 

SUBCOMMITTEE ME.VtBERS AM) STAFF 
ONLY 


LiTiSjY^ ^ 



^rwinr 

THE CmBANK PRIVAT5 SANK 

Date (mmA3d/yy) {_ L 


Name of instiaitioii 


Attn: CreCft Manager 


cnent Avfftcrizatioft 

I hereby authorize you to provide references and other information about any of my accQunl(s) to 
Citibank. N A.. 'Sort 2230. Mew York. NY 10043. Attn: WH/DCU, RE; Rel.# 


Account titte 

Accourit no. 

Hamefs) 

Signaturefs) X 

®)M«aww«.HA nawtrcfSKTwpm' 


CWBANKiy 



THE CITIBANK PRIVATE BANK 


Date jmiloo/n) / 

Name of institution 

Address 


OCr 2 4 1995 


Attn: Credit Manager 


Cltsnt Authorization 

I Mreby mlhofte. you 10 provide relerences aniJ otto Inforniation tel Jny »! ray accourd(s) to 


Account title 
Account no. 
Namefs) 
Sigr>atufe($)X 


ei9MOWi»«.NA «llOC«FSMt*FPeKl2®'1CM 


CmBAN<0‘ 
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STWCTLTf ecWlOEffrUI.-hOTFOR 
CTSCnATJOS 

SCBCOMJtfiTratMSMBSRS «fl) STAfR 


SiemTUBECARD 




THE cmBANK PRIVATE BARK 


Relaiitmsftio Entistemenl no. ! . ■ . • • ■ _j 1 — ci 

. / r~7zz 

Print nams below. StgR in box at ligM. 


Tf«s 



Marne 

^ 

Tills 



G Powsr of attorney 


If more tfan one indivicuai, accounts are joint witn rgftt of survivorship. 

eiSMOjuM-.'Ck MsccstttCrwmxtwtw 


OTIBAAKO' 


ISieNATURECARD ' . 


EBBe3t3ZM? nnFB7f^^ 

THE CrriBANK PRIVATE BANK 
Relationsfilp Sntiflemenf rta I I Current Accou nt no. — 


Belaronsliio Tille 

Print Bams below. Sign In box at rieht. j 
Name/y h'/ze^j S/^e>\ 




I 

Mame 1 


Title j 



: . ■ 


C Power of Anomey Organiaiioo Sigflina instnidions D Singly D Any wo 
□ other 


If more tttan one indiviOuai. accounts are ngM of survivorship. CHIBANiQ* 

O ISSM OWB*. 1A ttOCCSIoCOlVfMfWZSM 
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By signing this Application, you affirm that you tiave received and read this Application, the Terms and Conditions. Fee Schedules, and auxiliary forms 
for this relationship; and you agree to notify us of any changes in the information you provided. You agree to be bound by the Terms and Conditions 
as modified and amended over time, including provisions on funds transfer verification procedures, payment place for deposits. limited types of deposits 
with FDIC insurance, indemnifications, your grant of security interest to us. your submission to New York jurisdiction, and your waiver of jury trial, 
among others. 

P!easa note- Securities including shares ot mutual funds, and other non-deposit investments purchased or held in Investment or Portfolio Management 
Accounts are neither oOligations of. nor guaranteed by CitibankfCiticorp or any of their affiliates, are not FDIC insured, and are subject to investment risks 
including possible loss ot the principal amount invested. 


individuals 


Print name 


O SiQ/UrSo 


O . X 


o 

X 



o 

X 




Organizations 


Date (MiafODAY) / 

/ 

Print name and title 

Signature by 



o 

X 







Q 

X 





Citibank Approvals 


Signature and stami 



Date (MMfeoArr) 


-i!- per 2 4 1995 





Internal Use 




Relationship Entitlement no, 

M , , . i 

Private Banker initials ^ 

Salutation code 


Current Account no. 4^^ 

Language code 


Marketino domidle (^A-B>0^ 

Tax domicile 

Fee: □ W □ C 




— .... o/ »/ '‘I/C : 

A./a'iu P/r<z/ 
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In-Trust-forlnlormalion 

Please provide the beneficiary information requested below. an-d 

Beneficiary's name 


Home address 



P!ace of birth 

Relationship to account holder 


Selections 


Banking Services 

Cittrent Accsuni 

S No checkbook 

D No title on checkbook 

Amount to be deposited S ^00^00^ 


Date of birth (Mw/ooiVy) / / 

Citizenship 



Source of funds 


Investment Services 
ConfjmjaUoa Waiver 

For a complete explanation, see the Terms and Conditions section entitled, “Confirmations,'' under Investment Account Pfsase check one only. 

El No. you do not wish to receive individual confirmation of each securities or other transaction In your account: instead, you will receive confirmation of 
transactions through your monthly account satement 

D Yes, you wish to receive written confirmations of eacn securities transaction in your account. It you have Hold All Mail, confirmations will be sent to 
your Release Address. 

Shareholder Information Disclosure . - u- u 

Unless you direct us otherwise, government reguiaticns repuire us to release your name, address, and share posrions to compares in wnicn you own 
voting shares, so Ihese companies can communicate with you. Phase check one only. 

(S No. you do nor agree to disclosure. We will nof release this information.’ 

D Yes. you agree to disclosure We wilf release this informatidn. 


PIsass check below to receive information on the following products and services. 
Q investinent Funds (Ncn-U.S.)’ 

Q Trust and Private Investment Company 
n Foreign Exchange* 

D Derivatives’ 

Q ArtAdvisofy 
n Real Estete Aevisory 
D Credit 

Q Life Insurance Referral' 


' S«lecticin wil not tw jpplkable to mutual funds htW in manaoed acccurKs. 

’ Aviilabls to non-U.S. msijefits'atizsns only. Informaliw and otferng maunals may only be delivered outside the U.S. Of to a ftOfHJ.S. addrets. 
’Subject to certain elijibility requirements. • , 

' Insi/onc* products fetered by third partes. At your request ytwr«®a.wlt»r^njd to an insurance brotef. who may or may not be iftlated wHi us. 


YinOR.qRfi 




Please indicate We type of account ownership you want to establish under Ms relationship. 
Individuals 


“ not for 


S) individual accounts rone account holder) k □ In-Trust-for (applies only to certain deposits) 

O Joint accounts win right of sunnvorship (tnore than one xcomt lH}hter) W Bensficiary name 


R^tianshsp Last Name ■ 


Reiatianship Tills Please provide names for each account holder. 



Organizations Plesse check one only. 

□ Cofporatior5 

□ Trust 

O Not-fcr-proflt organization 

Q Other: (please specify partnership, w/ncorpo^-arec/ asstKiation. etc.) 



Address 

We mil contact you at this address, unless you tell us to hold aH mail (see below). 
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3 S' ‘9/CJ3 


CXETBflNK, N.A- 
NEW YCEK, NEW XCKK 

OCT 2 4 1995 

Dated: 

SEEXrCAL NSME MaXNT AGEJEEMEOT 

llie undersigned hereby enter into a bank-depositor agreement with Citibank, 
N.A. , hereinafter referred to as ’’D^jository", and request that an account be 
cpen^ with and carried by D^xsitory under the special nane or trade style 
of OS 


STTUCTLY CONFmEffTlAL - NOT FOR 
CIRCULATION 

SUBCOMMITTEZ MEMBERS AND STAFF 


All funds which may be placed on deposit in said acco un t shall be the 
property of the undersigned as: 

an individual joint tenants, with right of survivorship 

(X appropriate box) . Funds may be withdrawn by any or more of the 

following and you are hereby requested, authorized and directed to honor all 
checks, drafts, or other orders for payment ^hich bear or purport to bear 
ary or more of the followirg fascial name signatures: 



Checks, drafts, or other orders with regard to any funds on deposit in said 
account may be issi.^ed in said !-pecial pane, and Depository shall not have any 
liability for the payment or disposition of funSs against said accounts ^ long 
as it exercises ordirary care in seeing that the signature(s) upon such item 
cccpares favorably to or reasonably resenbles those which ap pe a r abcve. 

Depository may receive for deposit to said account any items payable^ to the 
undersigned or to said name, vhether or not endorsed; each such item 

shall be d«a^»mi=d to have been endorsed ty the undersigned or each of them. 

If this account is indicatad above to be a joint tenancy acccurrt, 

ary or of the undersigned may withdraw funds or issue step 

payment instructiesns, exo^jt that in the event of conflicting dsnands 
D^xsitory may recjiire all sigratures of the imdersigned; D^ository may accept 
for d^Dcsit to s^id account ai i checds payable to any or all of the 
undersigned vhen endorsed by any one or more of them. 


Xi0033G0 
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‘'^MBEHS and st.ut 


Depository is authorized to mail all statements, vocdiers or notices to: 



In ths event of the death of ary one or more of us, the D^xssitory will be 
praiptly provided with an official death certificate(s) and the amcunt to the 
credit of the acccxmt shall belcf^ to the siirvivDr(s) of us and may be disposed 
ty you as stKdi. The undersigned have ccnplied with and agree to cxjntinue to 
ccnply with all applicable laws and regulations relating to the use of such 
special name or trade style, and agree that this account shall be governed iy 
an applicable rules and regulations of D^xasitory ahd/or SKplicable tax or 
oti^ estate rej^iirements. 

In ary and all transactions effected and documents executed^by or between 
the Depcsitory and the undersignsd, and ly or betoreen the E^xasitory and the 
«=pa<-;Tai rjane (including, without limitaticn, loans, advances, overtiraft 
f^ilities, assignments or pledges of collateral) and/or for the prepose of 
determining the availability of any legal and equitable r e m e dies to the 
D^xjsitory or any biranch subsidiary or affiliate thereof, the special name 

be to refer to the undersigned and the undersigned shall be deemed 

to include the ^secial name. 

Ihe urxdersigned, jointly and severally, their re^»ctive heirs, ^and legal 
representatives, agree to hold ycu and keep ycu harmless and indemnify _ you 
(ycur succ^sors or assigns) from aiy loss, damage, clai ms , suits, actions, or 
domaridg in ary way growing out of or related to the use of such special naios by 
the undersigned or ary of than. 



Note: NCrr to be accepted 

unle:^ aroroved bv a Vice President 

of Private Gmip 


Approved by: 


nrr 2 ^ i 99S 




Ref, Nb., 


3 n 
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FA 09. 1996 

^itihank 

Cixlccrp Canter - !6th FI. 

}S3 East S3 Street 
New rork. NY 10043 

Alt: Mr. Alain Ober 

Dear Mr. Oher. 

You are hereby authorized to "block" (he Time Deposit account ii37020i 79 i/n/o GS 
and issue a guarantee to secure credit of $1,000,000 Infm’or afSociete Geant 24J. 

I have completed the SecurH)iAgree!n»nl/arm in compliance with [his request. 



Cvv '■ 
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DATiD: 2 ^ 2_ / ^ 

mm d d y y 


j. DEFfNiTSONS oi capilallzed vrarda used in this as/eamsM. 

GRAffTORa msans: Each at tha following and CTair axecutors. successors and assigns: 

UPS 


(Namets) al Cotlaienil onnarta): adt) placa at organisation If non-IndlvidMlJ 
BOSROWiRS rnssni: Th» Qrwitoti indfat •ich of iha tollowma. iwa (fiolr fiprutnif. iiircfiinn snrt Bfiloni' 

S0C./C rs (Ss/hrj-r ^ y-/ 


(Namy(s) of bcrro%v»iisi tf aiffe^rant firtm Orantors: add place of organizatlcn if non-tidividual) 

LOANS meaner Any and all orecent and future finaneiaf ascommodatlona provided by Ihe Bank tn any 

currency anywhsrs lo. or on th# guarantee of. any Borrower; Including without limitation, 
eredrts. loans, overdrafts, credit line*, letters of credM requested by any Borrower, and 
any deot arisina in connection with a contract or agreamenf of any kind bet-iveen ine 
Bank and any Sorrower, v-mether related lo foreign exchamge, currency, intareat ratas, 
bonds, equrtlos, comrroditlaa. depoalis. or InOicei or baikats tharacf (including without 
Umliation opiione, swaps, forwards and other dsrlvatives contracts), custody, portlolle 
managemeni. cradft cards, margin or other; all as provided, amendad, increased or 
renewed from time to time, with or without notice to any Graniof. 

CRgDiT One Of more note, applleftt.on. conlrncl. r.-hnflrrrratifin. nf;r!r3iint Mntnmnnt, «Qf«nmpiri nr 

AGREEMENT® means: Bank record, and amendments thereto, evidencing or relating to arty Loan, 


OBLICATiONta means: Any and «!! present and future, joint or several, direct or indlfflct. actual or contingent. 

dcOts and obligations of any Borrower and any Grantor to, the San* under the CraO/t 
Agreements, tnis Agreement, any otner agreement vvitn me tsan* or otnerwise, wnetner 
tor principal, intereat, taxes, lees, legal and other expanses of any kina, 

3AN< me«n»: One or more of Citicorp. Citibanx. N,A.. their branphes, suDsidiariea and aflUiates when 

evar located, and their succeasors and assigns. 

COLLATERAL means: All Property of any kind now or hereafter held, booked, owed, traced, or acouired any, 
whore by, through or on behalf of any unit of the Bank (the ’Account Unit' ). In any capaci 
ty whateoever (as custodian, portfolio cf asset manager or otherwise) for the account o 
any Grantor (singly or jointly with others). "PROPERTY’ includes without kmiiation 
goods, documents, instruments, genaral intangibles, chattel paper, cash, -currencies 
deposits, account*, claim*, securities, dividends, commodities, contrac! rignts. options 
warrants, sw^ps. artworka, all reialed documents, certificatae. anc receipts, all aoditionfi 
renewals, investments, substitutions and reaeaignations, interact. roOemplions, distriDu 
lions, monies, from, of and to the above: and all Incorne and other procesds and prcc 
ucia |hafeot. 


ciTima 
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LAW. JUmSDfCTlDN. W&!V£P! OF IMMUNITY. T»w Agraauienl shall bo jcvernad by the jaws 
!^ew Veil Stale as to validity. conatrueMwi, performance and ramsdies. For any disputes relatad hatalo. sach 
Grantor submits to the non-axdusiirti |ur»dict*ofi of courts m Now York City and agrees net to invoke a torum 
non convsf^sne defense in such oourts. Service of proosea on the Grantors shall be valid when made by mail to 
{fie Grantors *1 the addrass below. Each Grainter agre^ that a final judgment ift auch action procasding wiii 
conclusiy* and can ba enforced fay the Bank in other jufisdicliCtfts. The Bank may also bring an action or pro- 
ceeding agalnet any Grantor or He proper^ In the courts Of other jurisdictions. 

Each Grantor anters this Agreernent at a sommerda! agrewrent and irrevocably waives any sovereign or other 
^mmLl.^}ty from legal or other actions to enforce this Agreement (including without limitation Immunity irom ser- 
vice of procasa, Jurisdictfon, execution at judgment, suchment tsr p.rejudgmant attachment). 


Xftl. MtSC. Ttse OenL mey iwfi'etii &l eny la«e from eKentiaJng eny *f U* righls 1 la. r»ui »Ja> v»:ii»jui L-ak^y l.um 

syarciBing such at « ialer tim«. The Bank's rights under this Agreameni are oamulatiim arxl In addition to 
others prsvioed by law cr otherwise, tto waiver by the Berk of any part ol this Agreement shall be valid unisss 
in B writing signed by the Laftder and then only as to stated matters, Notices shall be valid and effective, from 
ihe Sank, when sent !o the Grantors at the address below, from the Qrantors. when received by the acoiicBbte 
Lender {In the case of Citibank. N.A.. New York, PSG-WH, as *53 East 53rd St., Attn: PBG-WW Credit 
Admlnl»trat;o.n}, 

ifiV. TERMINATION. This Agreameni ehall remain In Ml force and effect until tfr© Bank and the Gramors agrse in 
writing la iermlnalQ U. in whole or In pari. 

YV. SEVERABILITY, (t any provision of this Agroomam i£ hold IHagal or uranforceabla, ihe validity o' the r*mat,"ing 
pfovialons Ehal} not b« affactsd. 


XVi SAC-H sSRANTGft WAIVES AMY RIGHT IT MAY HAVE TO TRIAL BY JURY \H any ACTtCN, PROCEEDING, 
on COUNTERCLAIM ARtSINO OUT OFTHIS AGREEMENT. 


ADDRESS: 

(tifilH.A.M.) 

/tV •- A-JiKc .T ^ 

CLfi '^2 

— ■ ■■ " ■ " PflOl 

/2f/ 


tNDIVIOUAMS): 


5^4 




■ 
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MEMORANDUM TO: CREDIT 

FROM: LUELLA GE 

DATE: FEB. 12,19% 



RE: OS (Special Name Account) 

DDA #10359148 - Ste. Grp. #98535901 


The individual owner of this account is: President El Hadj Omar Bongo of Gabon. 

The account was opened less than a year ago and has assets totalling $5.35 1 .207. He has 
given written authorization and a security agreement to pledge $1,000,000 ofhis assets to 
secure a loan for a like amount to Societe Geant 241, a corporation owned by one of our 
clients.'.Alfred Mabika-Mouyama. 


Sr. 


L 


:11a 

Account Officer 
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To: 

CC: 

CC: 

From: 

Date: 

Subject 


During my last visit to Tendin (accompanied by Sal Mollica) , his assistant 
asked us to consider setting codes for cimounts and a code name for Tendin, 
I would like to propose the following: 

1. Coding of amounts: 

use of the words NEW YORK USA whereby N=l, E=2, W=3 , Y=4 , 0=5, R=6, K=7 , 
U=8, S=9 and A=0. Thus $1,550,200 becomes NOOAEAA. 

2. _ Coding of Tendin Investments, Ltd.: 

I propose to use "Fort Knox Securities" . 

Please confirm that this would be acceptable to the Trust company. l alsi 
have to discuss it with Nick Jarostchuck of our Compliance area. 

Best regards, 

Alain 


Delivered: THU 09-MAR-1995 21:46 GMT 


Senate Permanent Subcommittee 
On Investigations 
EXHIBIT# 32 f. 

CMNA 9-MAR-95 21:45:29 0054*9^ 

Donnelle Knowles (CSNASrPBG) 

N. Jarostchuk (USNYCtPBGWH) , Salvatore Mollica (USNYC:PBG) , 
Luella Gentles (USNYC:PBGWH) 

AlainOber^-(II§NYC : PBGWH) 

TIJU''T39-MAR-95 21>^:46 GMT 
i^ndin Investments, Ltd. 
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^ Four 
Seasons 

HotEls* Resorts 


Senate Permanent SubcommittBO 
on Investiptlons 


EXHIBIT# 


Repubiique Gabonaise 


Union-Travail-Justice 


Presidence de la Repubiique 


Montreal, ie 14 Juin 1992 


Ms. Gentles; 

Please debit my account # 10224163, the sum o£ fcC, Ot'C-' ) 

and give the money to Mr. Sangchul Park. He has proper identification 

also a copy of my passport. 


^ S4lo 




16 OUAI »E SAISONS MONtCEAl 
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Ssnate F^mansrt Salsawosse 
on InvosSgaflons 

-«.-i 32 h. ^ 

r. T-.-r-.T C .-;r T~r ,;7 

Jr*«;nerf n^: p«pi,r; 'o ^ 

1 3 MM 1994 

' ■•,- iV-;-' -pep 

CriBANH 

=r:vate lnternat:ona’ Banfanc 

i5" East 53 Srreer ^ 

hew YcrE , Nev.-- Yort 1 '■iYi-;3 

D^ar ■ , 


3‘e33e fnd edElrtsec a E'lect made out to ., . , .e erriL-jrr '.:i -64,'''35 O 
'Si <‘ v-r'r'i“ Tr-.'uia'iY: arc r-irr-.— -'ivt up Cullar? -.v-u'e hJe :o cepor.i: 
r-rs jn'ioi.nr into mv acpcur; -'or immeciate t'ar-Bie- to E ~ Bo'ii- 
LlFPEViLLE 


I -srn 'eq.iestTc tr j- --.e operation oe car'ied out t tnis marne' oecauee 
fp-ciiyp,-: rpi .t'lec! ■' rny :j: -'Cac'fy a'. P'es'certiai Chi?' of Sta"’' 
ami consequent ■, 'te mone. .;.:.rS ro:. oe'cinc -o me persora". 
i,n''r;'.natp|’. 3 T 1 ■ r-PEviL-.E A-'H.'q nniy have :.Apn ah'e ;o rash ;np 
'trect after a trree~'A'eet wa t 

~raM vou for voi.r p>r“0-r v:i.e naro'Tu of rh-t very •mr’-roart matter 


Deposit Checking 19 


Sen 

DoKars 

Cents 
[ — 


tnav f’o' 

i Chicks - Uit SeosrsM 

u \ 1.-J 

«y 


\ 

-i 

— 

— 


Wwal 

^3 — 7 


— 

= : 1 

Account Mo. ■ — — 

C.o^ ► 

Total 


i 



Cu«tom«r’* R«C8ipt When Vafid«t»a 


ooo*;’i4 
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I SOencweB 

ROAM S3 




^^ 57/36 


Senate Permanent Subcommiti 
On Investigations 
EXHIBIT # 


■’is is a highly confidential transaction given the identity of the borrower. It is therefore recom- 
ended that this package not be circulated as usual by the Credit Department, but directly reviewed 
oy the CCO, the IPB in charge (deputy CCO at the same time) and the senior CBG Unit Head (as 
third initial). All related documents legal or otherwise should also be keot in the double custody (CCO 
IPS in charge) located in the CCO's office. 


The only risk really associated with this credit is ^e so-called '^litical” one, i.e. the supposedly 
negative consequences which may result from a public knowledge of the transaction. The undersi-ned 
'’c^'icn cn f.vc -r 0 i,ridi ; * 

1) A stigma is more likely to be attached to the large deposits the client has with us overseas if 
this were to be known. A credit relationship does not have the same impact. 

2 ) The country being under the french political influence, the U.S. press would give political distur- 
bances very limited coverage. 

Besides the 138 % cash coliaterai indicated overleaf, Citibank has over $ 50 MM - deposits overseas' 
belonging to the same client. 


The involvement of an institution of the government is explained by the borrower by the fact chat 
...e tunas are to oe used for highly confidential expenditures (non military however) which were to be 
covered by funds from the investment budget administrered by the Commissariat General au Plan, 
hence its involvement in the first way out. It is however clear that we look directly to the client 
tor the responsibility of seeing to it that the loan is reimbursed on time, which he has clearly de- 
monstrated his capacity to do during the long relationship he has entertained with the bank. 
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GvDOll 9-JAN-90 15:04:43 350 1 
To: Wi 1 i iam CXven (USN^GrPEOAK) 

CC: Christopher L. Rogers (HlPARiIND} 

Frcm: C.O. Grant (EUG/AtlNV) 

Date: TUE 9-JAN-90 15:04 Owir 




,l0 


r 


Per our telephone discussion of January 3 this is to confirm that 
details of your #1 customer frcm Gabon has been discussed with 
PhilVjHu! Marker! and Allaji^oldie during our briefing session in 
London mid Dec^ttrfcer '39. 


/I 

Should you require further information or details, please le me know. 


Philt^ 5 |« and Allan did not sean to have any problans with the large 
s ums of deposits with us in New York. As we all know, the Central Bank 
of France (B«mque de France), gives special consideration to individuals 
frcxn Gabon and how they handle their deposits outside of France. 


Regards , 
Cedric 


Received: TUE 9-JAN-1990 15:51 OvC 




OOOVdS 
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4 -. 


Christopher L.Rogrrs ^c.u±:'ak: xwuj , 
Len Maestre (AFLBViIB) 

THU 30-AUG-90 15:31 GMT 
GABON HNWI 


'^"dO not have any problems with the large deposits held IN NEW 

:oRK BY Jl, PROVIDING INFORMATION CONCERNING THEM IS KEPT 
’OMPLETELY CONFIDENTIAL. ^ 


:HEERS, len MAESTRE. 

deceived: THU 30-AUG-1990 15:37 GMT 
)elivered: THU 30-AUG-199Q 19:26 GMT 




000V70 



518 


OORROWER S CAWS 

EXPENSE CODE: — 

ODATOCHARGE; 10215064 


GATE: 

CA REVISION DATE; 


CLIENT NAME AS ON CAMS: Tendin Invescmencs Led. 


eORHOWER-S NAME & LOCATION; Tsadin Irjvescaencs Lee. 

Massau, Sahamas 

CONTROL UNIT: PEG-WH or ORIGINATING UNIT: PBG-WH or 


ANNUAL REVIEW or INITIAL CA o r INTERIM CA 


r-~il 


! FACILITY I 


SOOO'3 


I SfXW H 

1 CHANGE I SECURED 


CREDIT FACILITIES 


: ofif) I I nr H I 


UDAN: Demand X Tima 


I Overdrafts in DOA . 


Letters of Credtt; 
Sight _ 


Usance _ 


Documentary. 

Pays 


i foreign Exchange; Aggregate; S 
I Clean Risic: S 

% I Max. P otential Loss; S 


; Code One Approval to Cicibank. 

' Brartch farborrowingsof Tenden mvescaencs 

(CA or telex attached) 


I 100 H 


too 


Other Code I Approval, co Clciba nk. Monce CarIo_ 

As sac 

^;P^TT^VqTT»g^CA±^±r:CTber: f-r : i 


I S24.451 


TOTAL CREDIT RISK TO BE APPROVED OF WHICH ^ 


.unsecured 


TOTAL THIRD PARTV COLLATERAL (TPC'S) FCR CLIENTS. 


RATES: 


Facility# 


Over 8a^ Other Rate. ^211^ 

6 Bonc'ns Libor 

1/4 O' iZ of principal anouncs charged cuarrarLv 


COLLATERAL': Facility* 
I - 4 


572668 

572667 


FIPMS 

TAMS 


Tendin 

Tendin 


$12,651,159 

SL4.499.52r 


Amouni [Q tie Pledcer 
324,43 1 .000.00 


4 «curcs cf PeoevTTwn • Newer Increased Facilnies only (d annual review, all) , \ 

'■;rpcse; Local licuidi:;/ needS'—-‘-*;j^ ' '' 

?. 95 a'-‘C!enc : Managed oorefolios. oucsicel sources 


Sasic Client Information is 


_ on CAMS Screens a A and 5 or _ 


□ocumeniation Deficiencies - if "None," so state 

Saw S5Mh Libor Deaand Moce enrouca from Cicicrusc, Massau- 


cc: Cicicrusc, .Sassau 
?SG/?aris 
?SG/.Monce Carlo 


Acprcveo/Recommeno^ in accordance with the ^a&.-Cfcvefning tno Ext^ 

W.P. OlVEN. V.Pf / I -i-* / 

International Private Sankjtf .^1 //^ ^ / HiKTI *- 7 

CScdf? Canter, l5th.FL,Za. 12^ / V-"'' r\ ^ ( PS6-WH 




tuti- 
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, Mrrnwv^i^ 

DATE; 


0565 


1021506L 



CA REVISION DATE; ^/30/93 ,. 


SORROWER 5 CAMS #: 
expense CODE; 

OOATO CHARGE: 

CLIENT NAME AS ON CAMS; Tendin Invesraatics Led. 

BOHROWEH'S NAMES LOCATION; Ter.dln lavesMents Led. 

Nassau, Bahamas 

ORIGlNATINGUNrr;PBG-WHor_ 


ANNUAL REVIEW or INITIAL CA o r INTERIM CA 


FACILITY 


saoc 

CHANGE 

SECURED 

CREDIT FACILITIES 



-F L.670 

!0Q W 

inAN-npmand X Time 




% 

Overdrafts In DDA 



_. ■ 

% 

Letters of Credit: Clean Documentary 

Slaht Usance Days 


. (■ . 



Foreign Exchange: Aggregate: 

Clean Risk: $ 

Max. Potential Loss: S 

2 

4.543 

k- ' 

^-0- 

100 % 

Code One Approval to Citibank, Paris — 

Branch tor bomwings at Tendln Invesraen[;s L[;d. 

(CA or telex attached^ 

3 

'2,408 


100 % 

Other Code 1 aoDCOval rn Citibank. Hence Carlo 

L 

700 

-0- 

100 *«> 

T-ii>nra^wrflw/ca^-)rx?TWvvTxyxMij£fla:fa)scgillg^^ As security fo 
WTniinnrff^}«»rrm^SOTt£Q25SX overdraft for 


S 27.521 

TOTAL CREDIT RISK TO BE APPROVED OF WHICH S _c0c UNSECURED 


TOTAL THIRD PARTY COLLATERAL (TPC’S) FOR CLIENT S . 


RATES: Facility# 

I 

2 & 3 


% Over Base Other Rate Me 

2.50 6 Moachs Libor 

i of 12 of principal amcuncs charged quarcerly 


COLLATERAL; Facility# 

Account# 

Tvoe 

In name of 

Loanable Value 

Amnuni to be Pledoed 

1 - 4 

572667 

572868 

TAMS . 
FIRMS 

Tendln 

Tend in 

S13. 221,590 
S15.795.913 

527.321.000 


Purpose & Source of Repayment - New or increased Facilities only (if annual review, all) 

Purpose: Local liquid needs and 570M cor deposit co Pascaline account no. L003 LL85 in 

NY. RepaymenC: Managed portfolios, outside sources. 


Sasic Client Information is _ 


_ on CAMS Screens 1 4. and 5 or _ 


Documentation Deficiencies - if ''None," so state 
Original Demand Note to £' 


tone, so . 

foiled. 'i 


cc: Cicicrust. Nassau 

000756 


Appraved/Rec959y^5^f^ i^^pcordance with the Rule^-oovernmg the Extension of Cgdi! y . ^ 
/^.IntaTlificyial Private Sankfns - /'~\/ O' • 




PK-«H 


Q gOWAPD WONTERO 
'Oiv-sioo Execufivw^^ 
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CMKA 16 -rZB-Sa 1S:S4;.3 00620Q 

JLnctflica Da Ko^ian ^ Christopher L. Rogers <En7PAJi:pap} ^ 

williajo Owen. (USHYp.-PBG^fE)’ ; Coanaila Knowlsa (CSKASiPBSy ' '' 
Kay«aj30 (Airj.9y;IB) . il 4 in ptjer (OSHYCiPBGWH) 

' Rudolph 'Gasoil (AJliVsIB) •• - 
TUE 16-rs:B-93 ITJpf.QfP 


•COVERAGE/DISRURSEJJiarr PRQCEDURS - TENDI5 IJJVESTHESTS LTD. 



This refers to Tandiji^s standing instructions to Nassau dated 
SB of January 39th/ 1993 r authorizing Has^au to do the following : 

I. when an ovardrAft occurs in Tendin' s account with citibank 

Lihrayllla^ Rudy- Thpnaon will flaiml a to. request Kas$aa . 

to apthdril^^ Paris by telaia. to ranit cover to 

'tihxayilif 'under Paris' a _JT_20aa hX line. Rudy will copy all of 
the above 'addraasaes for purposes of^coordinatioh. 

As per this oitimt^li Libreville la hereby requesting cover 
iroa. Pifia in the amount of CFA ;:?70nm / Tf 7.4 nm. 

j^Iach tine the usage under the .Paris line excaads the equivalent 
*■* Type retupi to continue **, T to finish: 
of tiS Dlrs Sam at the spot rata, PBG Paris (Rogers / De Robien) 
V.ill so inform .Rasaau by oitimail Nassau will then send a . . 
’t'est.ei tslex toi .Naw, York authorizing it to clean up the ' overdraft 
in PariS/ and re— book the outst^dings' under the dollar facility 
'in New York. 


As par thia citimail, Lhia ia advance notice froa Paris to the 
effect that when operation nbr 1)' ^dvS is finalized, outstandings 
’'under the Paris AX line' will approximate ?S 12,8 ma., and' so will 
'be eligible for rabooking in New Xcr:^- 1 ask Bill and Angelica 
to coordinats this re-booking with Nassau in due course. 


^ega^rds, 
2hjrio Sogers 


Rudy Thomson 


;sli,ver©d: TUS lfi-FEB-19g3 17:06„OJT 

ngj • _ 




C'.U.CC'i.vCTti.-W- ^ 


(•4vV3 










UM'' 












V-' 


<,u 


■- 

-I ^ 


Sf- 
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TEHDIN IKVESTMENTS LIMITED 
P. O. BOX N 1576 
NASSAU, BAHAMAS 


February 17, 1993 


Ms. Angaiica De Robien 
PBG-Citxbank N,A. 

17-19 Avenue Montaigne 

7SOO0 Paris 

FRANCE 

Dear Angelica: 

This is your authorisation to debit our account and inunediateiy 
wire the sum of FF7 , 400 , 000 . 00 to our account #'600271015 with 
Citibank N.A. Libreville. 


In addition, you should note that from tine to time Citibank, 
Libreville will he requesting funds frc.n you for our account 
there, ar.d you are hereby authorised tc remit such amounts to 
them by drawing against the Fr20, 000 , 000 . OC approved credit line 
that W6 have with you. You should note however, that once the 
credit line with you reaches the equivalent of 1 jS$ 2 , 000 , 000 . 00 , 
you should contact Hr. William Owen at Citibank New York 
who will create an additional loan facility of $2,000,000.00 and 
transfer the proceeds in French francs to you to reduce the 
outstandings under the FF20MM overdraft line. 


These instructions are to remain in full force and effect until 
such time as you are directed otherwise by us. 


Sours sincerelyi^. 

[L iL u\-L, 




Donnelle K. Knowles 
Treasurer « 

Leonette M. ^rguson 
Asst. Secretaf^,^^ 

'■K- 

cc: Mr. William Owen 

citibank N.A. , New York 


000 
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Tendin Investments Ltd. 


PBG/WH,/0565 February 18, 1993 


Alain Ober and I recently met with the client to discuss his overall borrowing needs and loan 
repayment schedule. As theie are considerable current needs locally in Libreville, urgent cash 
requiremeits are met by Citibank, Libreville making funds available immediately, and in order 
not to have any overdraft showing on the local branch books, Libreville will cover immediately 
by drawing upon the existing FF 20MM approved overdraft line at Citibank, Paris. However, 
since French Franc interest charges are in the 13% range, when the Paris overdraft line is 
utilized to the equivalent of $2MM, Paris will automatically request that we cover them by 
creating an ^ditional dollar loan in New York, thus saving our client considerable interest 
charges. The enclosed two facility memos for $6,130,000 and $2,600,000 are for recent current 
borrowings under this new arrangement which the client has conrirmed to us by his January 29, 
1993 letter. 

As per the attached investment summary, note that the client’s current investment assets with 
the PBG total just in excess of $70MM, and in order to have sufficient collateral for current 
outstandings, PBG-London is sending us a TPC for $16,800,000 as per Cititrust, Nassau’s 
atached letter dated Feb. 17th. We also have additional coilaierai for $4MM in New York in 
the international equities account which we have not pledged. 

On Feb. 26th we will start our 5-year semi-annual loan reduction agreement that was postponed 
4 months. We will be reducing the loans outstanding of $28,600,000 plus $700,000 for a family 
member’s overdraft on Fd). 26th for a ■oial of $3,560,000, and the New York loans outstanding 
will then be renewed for an additional 6-month period. 

After our loan repayment on Feb. 26th, our Demand Lom in New York will be S25,740M and 
the $700M security overdraft will be cancelled, and the outstandings repaid. 

Also, prior to annual review on April 30 the S2,408M to Citibank, Monte Carlo will probably 
be completely repaid from outside sources. 



W. P.'Owe/ , 

/ -■ 


ooo’;’i»5 
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CREDIT APPROVAL 


BORROWER'S CAMS #: 
EXPENSE CODE: 

ODA TO CHARGE; 


2^1 




CLIENT NAME AS ON CAMS: 
BORROWER'S NAME & LOCATION: 


CA REVISION PATE: 20^ ^ 

— annual REVIEW or INITIAL CA or INTERIM CA 


/ see 


n >>y.rt>32>>^ryJa , 


■\1 


. CONTROL UNIT: PSG-WH or; ORIGINATING UNIT: PBG-WH or 


' FACILITY 

1 » 

SOOO's 

SOOO 

CHANGE 

H 

SECURED 

CREDIT FACILITIES 


j ‘jO, 76 a 

-/• 

JOO 

lOANrnemanH X Time 

! 

\ 

1 



Overdraft.*! m DDA 

1 

1 



% 

Letters of Credit: Clenn noniimenfary 

S/ahf Usance Pm/s 




% 

Poreion Ftchanne* Aonrenate* ? 

Glean Risk' .< 

Max. Potential Loss: 

.2 

i/,s-y 3 


JOO 

% 

Code One Annmval ff! C2/r:6<Kij£i 

Rrannh for hnrmwinns nf :>w rT:<s/>yv/v,^ J-J*^ . 

fCA or telex attached) 

3 



% 

do-ci: / As^ynus*-^*-^ Aa dD' ^ CuT-n^a 

i i 

i 

1 

J 

FaciliUes eriended to other borrowers related to the 
client's same CAMS rsumber 


sA<y, 73 3 

TOTAL CaEDlT RISK TO BE APPROVED OF WHICH! ~ “ IIHSECUHED 


TOTAL THIRD PARTY COLLATERAL (TPCS) FOR CLIENT S 


Fac;litv* 

/ 


J f 


Over Base Other Rate Monthly Ouaneriv 

iy<rWV-*4 , a a ^UjLh l£t/ . 


ATERAL: Facility# Account# 

Tvoe 

In name cf 

Loanable Value 

Amount :o oe Pieocec 

S7Z&&7 

r^HS 


SS2, 

) 

/-3 ST3At2 




I 

r&4 cj= 

. A- 

/Tt— t/'^ 

3. 7// A < « 

\M77 7J3, OOC 

fh)JCd4t. £fujy 

/h/74<£r^^ 


5, 7^2,677 

1 


w.-o wi - iN«fw or increase' 


/o, /A.^, t 

1 Facilities only (if annual review, aJi) 

i . 

‘ ruCr 


j ^ -r • '-'-r 

r:s72«7 /C,,/l,‘2.o 

- “c. 

y. s.-?fr-i7y 
n> aid . zjr^^ 


aasicCiienMnlormation is on CAMS Screens \ d. ano 5 c 


_ attached 


Documentation Oe/iciencies • if "None." sc state 
a/oa^ . 


NOV 4 1993 


Hi <fo 


-pCrOveti/R. 


^^^mencec m accorcanca.ii(nSin3eiifluntl,<aavefnrrM5 the Extension of Credit 
(/ ynnv osfR VP 

//ont M ^Caje^Cemer 


000731 
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borrowing DOCURfeNTATION 


DATE OF FACIUTY 

nQCUME?frS OOCUMEKT » 


OVEHDflAf=T AGREEMENT 
Oc AFPLICATION/AGREEMENT 
demand NOTEt^* 


time/term note 


specialnameagreement 

7-^-fZ, 

-r~2^'f2., 7~2:z~^Z^ 2 -^ ^ 

2 -/ 2 - 
.2«?-73 . 

DATE QF FACIUTY 

CORPORATE DOCUMENTS OOCUMEIfT It 


collateral documentation 


DOCUMENTS 

DATE OF 
DOCUMENT 

FACILir 

» 

SECURITY AGREEMENT 

-7-/2 

/- 3 

Cyf Ci 


2 


7-/6- - f3 

5 



/ 



COflPORATE DOCUMENTS 

DATE OF 
DOCUMENT 

FAC1LIT> 


articles of 

[NCORPORATION 

general resolutions 


Z-3 


ARTICLES OF 

incorporation 


general resolutions 

SHAREHOLDERS' 

CONSENT(I) 


(1) Only needed when borrower is nor the grantor cf 
collateral and wnen grantor's articles of incorporation 
do not allow the pledge of assets for the benefit of third 
parties. 


CA prepared and documents found in order by 



Collateral reviewed and pledged by 


(Margin Control Specialist) 


CA and documentation reviewed by 


■ 0007S2 
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CREDIT APPROVAL 


aOHHOWER'S CAMS »: 3/iC 2^ / 


EXPENSE CODE: 
□ DA TO CHARGE: 




/o 2! 


CLIENT NAME AS ON CAMS: 'yx Ci , ZvV. 

/jaS.S<:^ . 


CA REVISION DATE; / 9^ ^ 

ANNUAL REVIEW or INITIAL CA or INTERIM CA 


aORHOWEfl’S NAME i LOCATION: 


/Jc. A-a 


CONTROL UNIT: PBG-WH or ; OHlGiNATING UNIT: PSG-WH o r 


’ PACILITT i 

SOOO's 

SOOO 

CHANGE 

SECURED 

CREDIT FACILITIES 


-f- Asoo 

% 

1 DAN- n^.manti A' Time 



1 % 

nverrlratt.^ in QOA 

1 i 


H 

1 ertem nf Credit: Clean nf>cumenf;?rv .V- 

Sinht Usance Davs 

■ 


i 

% 

Pnn»inn Frrhanae: Aaorscata: S 

Clean Rl.sir* S 

Max. Potential Loss: S 

^ 3, SV3 

— o — 

/oo 

Code One Apnmval to 

Rrench fnrhofTOwinas of >n i^CAh-^rU^ /-/y. 

fCA or telex attached) 

3 \ 2.^ 

— <53 — 

/oa ^ 

Cy^£to / A> Cj Twrn ^ 

Other ^ 

^ ' i 

i 

I 

Hi 

Facilities eactended to other borrowers related to the 
client's same CAWS number 

1 ^SO,IOZ 

TOTAL CREDIT HISK TO BE APPROVED OF WHICH S “ UNSECURED 


TOTAL THIRD PARTY COLLATERAL (TPC'S) FOR CLIENT S 


RATES: Facility^ % Qv^r Base Qcner Rate Monthly ' Quarrefiv 

/ ^ 2-C2SVoo^ Lj'i^ />i 


COLLATERAL; Facility* Account# 

Tvoe 

In name of 

Loanaoie Value 

Amnunt to be Pieccec 

PP:TiA2V/-o' 

m- 

/ £y\>^y^ 

//i’. t^y2. 


/■J S'>2.667 


U 

, 7rPi / 

> a cc 

S-^Z (UsS 


'• 

/u. , i yf 


PmmTT -Ay 

0 


A« . cr«A3 



“■j.'ocse a Scurca of Repaynwa - New or Incraaseo Facilities only (i( annual review, ail) /q a » j 

Fu3^r>e : 6js(^kJ2 -V ■ a ^ T 


as;c C'ler: .'.“.‘crmation is _ 


_ on Cams Screens 3. a. and 5 or _ 


-ccumeniation Oeficiencies • if "None," so stale 


a'vyi ns^ o y 



yy: y4Z<2ru-r - 






vith the Rules Governing the Eiyension of Credit 
itiivosrs /? 

Crnlr' 
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ONtV^*®^’^»ffi«S£5tS A.\TN 


THE CTTI3ANK PRIVATE HANK 


CLIENT: TSNDIN INVESTMENTS LTD 


REVISION DATE 

CREDIT APPROVAL / ANNUAL REVIEW 

ID# 700081 SIC # 6799 P/S AOB EXP. CODE C565 


BORROWERS / COLLATERAL OWNERS 

NAME 

STMT GROUP 

BASS# 

XEHDIH INVESTMENTS LTD, PC-2623H 

TSNDIN INVESTMENTS LTD. PC--2623K 

96624101 

513094 

70Q08I 


LINE DESCRIPTIOH CURRENT REV DATE AMOUNT NEW AMOUNT RISK RATING 

STC 30/04/94 49-260.000,00 S/5-/1J2L 2,2 


SECURITIES COKCEKTRATIOK (X) NO 
COLLATERAL EXCEPTIONS (X) NO 
VARIOUS ASSETS { ) NO 
DOCUKENTATrON DETXCIEHCI ( ) NO 


lii 

( ) TES (*) 


- IF lES, SUBMIT JUSTIFICATION AND OBTAIN HECESSART APPROVALS OVERLEAF 


PRIVATE BANKER ATTESTS THAT: 

RELATIONSHIP CONTINUES TO BS WITHIN PBG TARGET MARKET AND TO 


MEET CLIENT ACCEPTANCE CRITERIA 

w 

YES C 

) NO 

•• 

- PURPOSE OF FACILITZ(IES) IS IN FULL COMPLIANCE WITH CITIBANK 
CREDIT POLICIES AND STANDARDS OF CONDUCT 

tK) 

YES { 

) NO 


- ORIGINALLY APPROVED PRICING CONTINUES TO APPLY 

(X) 

YES ( 

} NO 



• • IF NO, SUBMIT JUSTIFICATION i OBTAIN NECESSARI APPROVAL (S) OVERLEAF 



DOCUKEHTATION SYSTEM UPDATE: ( ) ALMS 
( ) N/A 


/ / 

DATE 


HAKE S INITIAL 


_ KERRf STEWART 

»^we banking group WH 

■ one CinCORP CENTER 
^UiFUIN. IQ,aT.3393 j 


X 1002536 Pm 
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SWOMMHTEE .VIMBEffi 


TENDIN INVESTMENTS, LTD. 


April 26, 1994: 

This is the annual review of Tendin Investments, Ltd. 

As of today, the exposure is: 
o Loans: $40,722,690 
o Code 1/PBG Paris: $2,700,000 
o Code 1/PBG Monaco: $100,000 
o TOTAL EXPOSURE: $43,522,690 

The total exposure in principal is fully collaterized by the 
assets ($43,850,891 as of 4-22-94). However, it must be 
noted that with the addition of accrued interest, there is a 
small shortfall of $44,279 which is considered acceptable 
since total assets amounts to 148% of principal exposure. 
Nevertheless, our client has been notified of the situation 
and invited to increase the level of assets in order to 
allow for additional borrowing. 

The reasons for the heavy borrowings of 1992-1993 (local 
liquidity needs) have disappeared. Tendin Investments, Ltd. 
have agreed to a semi-annual 10% repayment of principal of 
the outstanding loans. 

The major issue in 1994 will not be increased borrowing, but 
rather return on the investments. As of March 31, 1994, the 
portfolio ($64,635,874) had a negative result of 2.15% for 
the first quarter of 1994. It will become more difficqlt to 
convince our client not to decide to repay the loans by 
liquidating assets while the differential return on 
investments/ interest rate on the loans is not any more in 
his favor. 

All documentation is in order. Approval is recommended. 



XiOG2537 
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Paa-WH SECURED CREDiT PROGRAM 
Expense Code: 






Client Number: .24^/ 

Client Name; TB\Jjy a/ ^ ^ U£S7 ' . 


THE CITIBANK PRIVATE BANK 
n,,^-//2,fr r 


Revision Uzxz CZr'Jj^ ^6, 


For Credt 
Admin, use crJy 

Usbilicy » , 

c C / 


Borrower(s) 

r£yJh/Aj ■ 


Statement 

Group 




COLLATESLAX. OwNExCsj (oilier than the above) 


SOOO's 

39 , 3 


SHORT TERM CREDIT IN ANY FORM (Subject to availability of collateral) 

Facility Memorandum required to activate specific facility (OD. Loan. L/C, Code I TTC. FX 
line) 


Pricing 

Loans: % over Base % over _£_ months LIBOR 

L/Cs; Standard Fees Other 

Code I/TPC; X Standand Fee (V»%, S250 min.) Other 


Purpose (including source of repayment when different from liquidation of collateral): 

LttOtAjZ- ^ 


Collateral __ 

;a Assets In Houk + J^Other(TK:, Code I. etc— specify) 

□ No Exception Q Exception (see overleaf) 5 ^ 

Documentation ..i.J'i =» < 

Security- Agreement required from each Collateral Owner, unless Facility is backied by a TPC, code t'o^L/Cgom^ing 
Documentation (Note, OD Agreement, UC Applicaaon) to be submitted with Facility Memorandum. > ^ 

No Exception □ Deferral (see overleaf) 


o 

Q Waiver (see overleaf) □ (requires Credit Comminee approval; 


• Relationship is within PBG target market and meets client acceptance criteria 

• Purpose of facilmes is in full compliance with credit policies and standard of conduct 

/ . tj JlUJNOSEa.VP 

/ f / hx/wylontli 

Private Banker 1 /(/^ 

APR 1 2 

Credit approved including :ol!ateral/documen{ation exceptions (if any) 


AIBUtr 5. MilltX, il. 
?SQ-WH Svido!? Cfs^t Offictr 
')n9 CiticOfn C.ATiW ht 


Credit Officer 


Credit Committee 



(Initiai/Date) 


(Initiai/Date) 


Xg002528 
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TSNDIN INVESTMENTS, LTD. 


April 12, X995: 


This is the annual review of Tendin Investments, Ltd. 

As of today, total exposure amounts to $39,623,883 and 
includes : 

o Loan: $36,650,421 (1.25% over 6 month Libor, next 
rollover date and repayment of 10% of principal: August 31, 
1995) . There has not been any new borrowing since April 
1994 . 

o Code 1 to PBG Paris for borrowings of Tendin 
Investments Ltd.: $2,637,000 (or FF 12,000,000). 

o Accrued interest on the above mentionned loan. 

The exposure is fully collaterized ($43,910,677) by several 
portfolios (FRN, US Fixed Income, Balanced Growth., 
International Equities) and a PBG London TPC for $10,125,000 
(International Fixed Income) . 

The undersigned and Salvatore Mollica met the client last 
February. We discussed the 1994 results (- 3.25%) as well 
as the possibility of full repayment of the outstanding 
loan. We explained the long term strategy and assets 
diversification approach followed in the context of 
historical results. Our client is reviewing the situation. 
During our’ next meeting (Ober/May 1995-) , specific 
information on the various portfolios will be discussed. 

This is a sensitive relationship in view of the -identity of 
our client. This relationship has been reviewed recently by 
the Division Head as well as Legal and Business Risk and* 
Compliance and there is constant communications with the 
Global Finance Head and the local CCO of our client's 
country. 

All documentation is in order. 



AiBai a. y.F. 

W-WH 


^1002530 
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STRiaXY CONnDENmi - NOT FOR 
ORCUIAI ION 

SUBCOMMTITEE MEMBERS AND mFF 


Remarks : TENDIN INVESTMENTS LW 


aA N° 9S/Q!2 


Tlie pirpo^ of this CA is to renew facility Nbr 1. 

Borroyver 

The beneficial owner of Tcndin Investments Ltd. is among our most select and important 
Public Sector customers in Gabon (G-77). The PBG Paris Head and the Global Africa maiket 
Head (C. Rogers) have accepted and approved ourpublic figure criteria for this client. 

PBG‘s long-standing rclafionship has been satisfectory and very profitable. 

As client of New York, Monte Carlo, Paris and Libreville, he is well known to Rudolf 
Thomson, Alain Olwr and Chris Rogers. Alain Ober meets with him in Libreville regularly. 


The diem wishes to withdraw funds from our Libreville branch easily and rapidly. To meet 
this reqirirement, Libreville requests Paris to cover which wc are authorized to do immediately 
up to the amount of our facility. 

BMdsszoMnd 

Here in Psais, facilities have been extended to this client for similaf amounts since 1990. Wc 
have received several cleanups; interest has always been current. 

tS'gctffto 

The borrower keeps a nnanaged portfolio in excess of USD 70MM with PBG abroad. These 
assets arc pledged in frivor of Citibank New Yoric for several facilities, including our own. 
The Code 1 approval given by PBG NY on our facility includes: 



MMFF 

- Capital 

10.500 

- 20% FX Risk 

2.100 

- 2 months interest (9.42%) 

0.164 


12.764 


X007043 
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STHOTY COlTODETfim - NOT JOE 
CBajlAUON 


^TOMMtnEEMEMBBSSiOOSMr 


KmJSMi 

Cash flow from worldwide iuvesnnents. 

BssaammoMim 

Wc recommend this feciUty Based on PBG NTs Code 1 appoval. 



Angelica de Robien, 
Vice President 
April 10, 1995. 


X007044 
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cc 


[■ roin ; 
Date : 
Subject : 


■ - CMNA 20-UON--55 lS:22:Qa 006219 

-Salim Raza {EULON:P3G) 

Salvatore McXlica {USNYC;F3G), Lokhi Baaer j i (EUZRH;PBG), 
Byron Coombs (EULONrPSG), Christopher L, Rogers i:eUPAR:PBG) 
Alain Ober {USNYC:PBGWH) 

TUE 2C-JUN-95 19:47 GMT 

Produce Suicabiiicy/Tendin Investments, Ltd. 


In ansv/er to Chris Rogers' CM of 6-19-95: 


A. Produce Suitability; 

Hare are the answers to the 7 questions (Hap Russell's CM of 6-13-95); 

1. yes. 

2. yes. Client is conservative. Overall portfolio is conservative/balaace 
(as of 4-95, assets mix was; fixed income-53^, equity-47%1 . 

3 . yes . 

4 . yes . 

5. yss. Client was given (5/95) a description of each corrponent or his 
portfolio indicating time horizon, risk/reward, objective, features and 
benefits . 

6 . no . 

7. not applicable. 


F Documentation requirements (Philippe Holderbeke's CM of 6-12-9S) : 
have currently on file for our client; 

- up-to-date client profile. 

- call reports in client's file documenting our 3 visits a year for the 
last few years. 

- lOS form. 

- ail account opening documentation is complete. 

- .in addition to regular monthly statements in ham, monthly consolidation 
of various portfolios and commentary from David Cripps , CGAM. 

- copies of various product literature given to our client. 

- Cverali, there is no outstanding discrepancy in investment documentation 
ss well as fiduciary concerning our clie.nt. 

Because of the sensitivity of the relationship, it is reviewed at least 
once a year with Ed Montcro, Division Head. 


Hope the above answers your questions. Please feel free to contact me if 
y'“u wish me to elaborate on any of the above answers, 

[ jt regards, 

Alain 


Delivered; TUE 20-vJUN-1995 19:47 GMT 


Xi002256 
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PBG-WH SECURED CREDIT PROGRAM 


Expense Code; 
Client Number: 


SnUCTLY CONFIDENTUL - NOT FOR 
GOtCUUTim 

MEMSCRS STAFF 

OW.V 


THE CITIBANK PRIVA T£ BAf^ 


o/ 




Dale ^-^9-9^ 
Revision Date 4^- 20-97 


Borrower(s) 

• 

Statement 

Grouo 

Baedi: 

7Vv-)«fC/'-o in>>t rf\x^~U^ . . 

Of 








Collateral Owner(S) (other than the above) 



P S S 









SOOO’s SHORT TERM CREDITIN ANY FORM (Subject to avail^ility of collaierai) 

33 ^"7 ~7 Facility Memorandum required to activaie specific facility (OD. Loan, L/C. Code 1 TPC. FX 

' 1 line) 

New □ 

Dicrease Q 


For Credit 

AdBttt.Baeaai 


Pricing 

Loans: % over % over months I 

L/Cs: Standard Fees __Other 

Code l/TPC: Standard Fee (Va%, S250 min.) ^Other 


a.^3 7£-%) 


Purpose (including source of repayment when different from liquidation of collaierai): 


L^cjpu2 . 


a Oth« (TPC. Code 1, .t=._specify) j IO,J2S, _Ccp 

Q Exception (sec overicaf) 


Collateral 

a Assets In House 
Q No Exception 

Documentation 

Security Agreement required from each Collaieial Owner, uniess Facility is backed by a TPC code I or L/C Botrowmg 
Documentation (Note, OD Agreement, L/C AppUcation) to be submitted with Facmty Memorandum. 

a No Exception Q Deferral (see overieaf) □ Waiver (tee overleaf) □ (requires Credit Comnunre approval) 


Relationship is within PBG target mariert Md meets client acceptance enttria 
Purpose of factUaes is in fuU standard of condua 

ALAIN08EOP , In 

CCC/ ififi / J ri< W I In. 



hitial/Daus) 

Credit approvedtaciudmg collateral/docnmentation exceptions (if any) 


Credit Officer 


(loitiai/Datc) 


Credit Committee 


(Iniiial/Date) 

ysn 02522 
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TEIJDIN INVESTMENTS, LTD. 


April 19. 1995; 

This is the annual credit review for Tendin Investments, 
Ltd. 


Total exposure amounts to $33,177,387 and includes: 

o Loan: $29,686,842 (1.25% over 6 month Libor, i.e. 
6.4375%, next rollover date and repayment of 10% of 
principal: August 29, 1996). There has not been any new 

borrowing since April 1994. 

o Accrued interest on the above mentionned loan: 
$955,545 (6 month period). 

o Code 1 to PEG Paris for borrowings of Tendin 
Investments Ltd.: $2,535,000 (FF 10,500,000 + accrued 
interest and 20% FX fluctuation) . 


This exposure is fully collaterized by Tendin 's NY 
portfolios (US Fixed Income, Balanced Growth and US portion 
of International Equities) and a PEG London TPC $10,125,000 
(International Fixed Income) - As of February 29, 1996 the 
market value of Tendin 's total portfolio amounted to 
$56,844,695. YTD return at the end of February was only 
0.48% (the year 1995 earned 13.37%). 


The undersigned meets our client three times a year in his 
home country. During our last meeting (January 31, 1996), 
while he expressed satisfaction at 1995 results, he pointed 
out again the high level of his borrowings and indicated 
that he would send new money to repay his loan. As of 
today, nothing was received and this topic will be brought 
up again during our next meeting, planned during May, 1996. 
1996 may be a difficult year since the return or: the 
portfolio may not exceed the cost of the borrowing which is 
the benohmar)c used by our client to appreciate the quality 
of the return on his portfolio. A full repayment of the 
loan would result in a major loss in CNR but would eliminate 
our implied obligation to obtain portfolio returns in excess 
of the borrowing cost. Since our client is a conservative 
investor, it would then become easier to reach mutually 
satisfying objectives. 


This is a sensitive relationship in view of the identity of 
our client. This relationship is regularly reviewed by the 
Market Region Division Executive and there is constant 
communication with the local CCO of our client's country^^^^M^^ 

All documentation is in order. 


Alain Ober, 




Al»!N08fS.»P 
ECC/!6f> 
tat 9134 








XI002524 
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CH£A 1-JUI.-96 13:02:23 004424 
To: Alain Ober (USNYCrPBGWH) 

CC: Nuhad Saliba {AFLflVrlB}, Mifclos vasarhelyi (EUMCM:PBG), 

CC: cnristopher L Rogers (EUPARZa5:P8G) 

From: Kayembe Nzongola (AFLBVriB) 

Date: MON Ol-JUL-96 13:23 GMT 

Subject: Tendin 

Reading this message will send an aOcnowiedgment . 

Do you wish to continue? (Y or N) Y 


SmCIXY CONSDENTIAL - NOT FOR 

cmcuiA'noN 

SUBCOMMmrSMEMBESS AND STAFF 
ONLY 


Acknowledgment sent. 


CMNA 1-IJUI.--96 16:06:04 009458 


Alain, 

We have had lots of discussions since last year regarding PBG HY 
providing code l approval -to sub-allocate client's FF OD facility 
to Citi Libreville, Your position has been that the client should 
request such a facility and that we should approach him so that he 
could issue appropriate instructions to you. Prom our side, it has 
always been felt that you were the most appropriate channel so as 
not to upset the customer. If we approached him directly, he would 
consider such a request as lack of confidence, which could be 
detrimental to the global relationship. 

If we do not have your Code 1 and the arrangement set out in his 
letter of January 29, 1993 is cancelled (per your Citimail below), 
this leaves us in an awkward situation (i.e. of not being able 
to extend a temporary OD to a major PBG client) , Can we assume that 
the relationship is being terminated? If it is not (which I believe 
to be the case) , there must be a way that we as an institution can 
do to protect the franchise. Based on his needs, a facility in the 
order of CFA 300 - 40CMK would be required. 

■ Ooo < OOO — ^200, 

What can you offer? can Monaco help? 

While on the subject, could you advise whether the OD facility in Paris 
has ever been referred to Credit Policy Committee? Understand this 
rsquires consultation under existing policy (CCCP Section 4. 2. 1.8). 


Regards 

Tony 


Forwarded Message 


CKNA 2i-JUN-96 14:32:24 009387 

To: Kayembe Nzongola (AFLBV:IB), Nuhad Saliba (AFLBV:rB) 

CC: Francois Ogier D'lvry {EUPAR205:PBG) , 

CC: Angelica De Robien (EUPARZ05:PBG) , Donnells Knowles (CSHASrPBG) 

From: Alain Ober (USNYC: PBGWH) 

Date: FRI 21-JUN-96 15:01 GMT 

Subject; T-I. Ltd. 

Reading this message will send an acknowledgment. 

Do you wish to continue? (Y or N) : Y 

Acknowledgment sent. CMEA 2l~JUN~96 16:52:44 004309 


X007053 
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STRICTLY CONnOENTIAL - NOT FOR 
CffiCUIATION 

SUBCOMMIITEE MEMBERS AND STAFF 
ONLY 


You are aware that T.I. Ltd is in the process of covering all his liabilities 
with PBG. This includes his OD at PBG Paris which will be covered as of 
July 1 , 1996 (or shortly thereafter). 

By letter instructions dated 1-29-93, T.I. Ltd had authorized you to cover 
his local account overdrafts by his account at PBG Paris which in turn 
refinanced 

themselves on PBG New York when the amount of the Pans OD exceeded 52,Q00,000. 
All these instructions are now cancelled. 

Best regards, 

Alain 


Delivered: FRI 21-JUN-1996 15:01 GHT 


Delivered: MON Ol-JUL-1996 13:23 GKT 


X007060 
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STRICTLY CONFIDENTIAL - 
CDlCULATtON 
SUBCOMMITTEE MEMBERS 

ONLY 


NOT FOR 
and STAFF 


THE CITIBANK PRIVATE BANK REVISION DATE 3 

CREDIT APPROVAL / ANNUAL REVIEW 

CLIENT: TENDIN INVESTMENTS LTD ID# 702995 SIC # 6799 P/B OA02 EXP. CODE 0555 


BORROWERS / COLLATERAL OWNERS 
NAME 


STMT GROUP BASE# 


TENDIN INVESTMENTS LTD. PC-2623N 
TENDIN INVESTMENTS LTD. PC-2623N 


96624101 513094 

702995 


LINE DESCRIPTION 
STC 


CURRENT REV DATE AMOUNT NEW 

31/10/97 1.000.000,00 


AMOUNT 


RISK RATING 

2,2 


SECURITIES CONCENTRATION 
COLLATERAL EXCEPTIONS 
VARIOUS ASSETS 
DOCUMENTATION DEFICIENCY 


(X) NO ( ) YES (*) 

(X) NO ( ) YES (•) 

(X) NO ( ) YES (•) 

( ) NO { ) YES («) 


IF YES, SUBMIT JUSTIFICATION AND OBTAIN NECESSARY APPROVALS OVERLEAF 




PRIVATE BANKER ATTESTS THAT; 


RELATIONSHIP CONTINUES TO BE WITHIN PBG TARGET ?1ARKET AND TO 
HEET CLIENT ACCEPTANCE CRITERIA 

(X) 

YES ( 

) NO 

.. 

- PURPOSE OP FACILITY (lES) IS IN FULL COHPLIANCE WITH CITIBANK 
CREDIT POLICIES AND STANDARDS OF CONDUCT 

(X) 

YES ( 

) NO 


- ORIGINALLY APPROVED PRICING CONTINUES TO APPLY 

tX) 

YES ( 

) NO 

** 


** IF HO, SUBMIT JUSTIFICATION & OBTAIN NECESSARY APPROVAL(S) OVERLEAF 



FOR CREDIT ADMINISTRATION USE ONLY 

KARGIN SYSTEM UPDATE: ( ) ID-LB-BA 
( ) KGTH 

( ) MGOB ( ) MGLV 


DOCUMENTATION SYSTEM UPDATE; ( ) ALMS 
( ^ N/a 


/ / 

date maker 


/_/ 

date checker 


DATE 


NAME & INITIAL 


vnnn^fiOd 
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THE CITIBANK PRIVATE BANK 


CLIENT: TENDIH INVESTMENTS LTD 


suscoMstrmE numbers aso staff 


REVISION DATE 


CREDIT APPROVAL / ANNUAL REVIEW’ 

ID# 702995 SIC # 6799 P/B OA02 EXP. CODE 0565 


BORHOWESS / COLLATERAL -OWNERS 

STMT GROUP BASE^ 

TEHDUf INVESTMEKTS LTD. PC-2623K 96624101 S13094 

TENDIH INVESTHEHTS MD. PC-2623H 702995 


DIKE DESCSIPTIOK CUHHEKI REV DATE AMOSNT HEW AMOUNT RISK EATING 


STC 

31/10/1998 

1.000. 

.000,00 


SECURITIES CONCENTRATION 

(X) 

NO 

( ) YES 

(•1 

COLLATERAL EXCEPTIONS 

(X) 

NO 

( ) YES 

(.) 

VARIOUS ASSETS 

<x) 

NO 1 

( ) YES 

(*1 

DOCUMENTATION DEFICIENCY 

(« 

NO i 

( ) TES 

(«1 


IF JES, SUBMIT JUSTIFICATION AMD OBTAIM NECESSARY APPROVALS OVERLEAF 










PRIVATE BANKER ATTESTS THAT; 

RELATIONSHIP CONTINUES TO BE WITHIN PBG TARGET MARKET AND TO 


MEET CLIENT ACCEPTANCE CRITERIA 

(» 

YES ( 

) NO 

«» 

“ PURPOSE OF FACILITY (lES) IS IN FULL COMPLIANCE WITH CITIBANK 
CREDIT POLICIES AND STANDARDS OF CONDUCT 

(/) 

YES ( 

)' NO 

.. 

- ORIGINALLY APPROVED PRICING CONTINUES TO APPLY 

(x) 

YES C 

) NO 

.. 


** IF NO, SUBMIT JUSTIFICATION & OBTAIN NECESSARY APPROVAL(S) OVERLEAF 


AUJN OSER. V.S 
PSfVArE SANK 
CCC/IS 81 aOGR 
(212)559-3194 
PBG - WH 



P/3 &/0R DELEGATED C.C. 


FOR CREDIT ADMINISTRATION USE ONLY 

MARGIN SYSTEM UPDATE: { ) ID-LB-BA / / 

( ) mgth date makes date checker 

( ) MGOB ( ) MGLV 


J /. 

DATE 


DOCUMENTATION SYSTEM UPDATE: O ALMS 
{ ) N/A 


NAME & INITIA: 


Xi002418 
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MEMORANDUM TO: ALAIN OBER 

RE: UNUSUAL WIRE TRANSFER ACTIVITY 
FROM: ANGELO FUSARofcoMPLIANCE & CONTROL 
DATE: OCTOBER 21, 1996 \ 

ACCOUNT NAME: TENDIN INVESTMENTS LTD 
ACCOUNT NUMBER: 10215064 


In our sensitivity review of client account activity, we have identified the above account 
for the unusually high amount of transfer activity for a Private Banking account. At this 
time we request additional information from you in order to better understand why the 
customer conducts transactions in this matter. This request helps us In complying 
with the “Know Your Customer" regulations, but is also a good opportunity to learn 
more about your customer's banking habits and financial needs. If you do not already 
have a thorough understanding of your customer's transactions, approach the customer 
with the intention of learning more about their transactions so that you may provide 
improved service and/or taka advantage of new sales opportunities. For example, the 
customer may be using the account for business purposes, if so provide an explanation 
of the business, name of the business, address, etc. 

Citibank is required to “Know It's Customers," to monitor unusual activity, and to report 
transactions for which there is no adequate explanation. Please provide an explanation 
for the wire transfer activity and return it to me by October 30, 1996, so that we may 
conclude this investigation. 


If you have any questions, feel free to call me on 212-559-1987. 

Thank you. 

cc: Edward Kowalcyk 
N.Jarostchuk 


000 
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Account File [Hogan DDA/CRA 10215064] DDA Account TJ Form 
I Account Summary — ~ 


Account 

10215064 

Entitlement Group: 

96624101 


Product 

Hoqan DDA/CRA 

Type: New Yorfe DDA Corporation 81 


COID: 5000 

Status: 

Post/No Restrict 

As ot 09/12/1996 CATS: 


SSN: 

Title: 

TENDiN iNVESTMEffrS LTD. PC-2623N 

Expense Coda: 

00565 


Cycle: Calendar Monthly On: End ot Montfi Opened: 07/19/1990 

Per^analfzed Acct Name: Closed: 


I Selection Crfteria — 

I Effective Start Date; 01/01/1 99S Effectlva End Date: 08/31/1996 

j Type: AJI Types Transaction Code; ALL 

i FromAmoufTt SO.OO To: S 99.999.999.999.99 

j Transaction Journal 

Effective Date Post Data Amount Running Balance BTX Number 

J 08/31/1996 08/31/1996 S 25.00 S 3,265.47 96083100001657 


MINIMUM BAL FEE REVERSAL 


08/31/1996 08/31/1996 

S 25.00 

$ 3.240.47 

96083100001666 

! MINIMUM BALANCE FEE 




i 08/31/1996 08/31/1996 

$1,734.53 

$ 3.265.47 

96083100001665 

OVERDRAFT INTEREST CHARGE 

— 



08/26/1996 08/26/1996 

$11,126.00 

$5,000.00 

566Q00173344 

TO CASH RESERVE ACCOUMT 




' 08/23/1996 08/23/1996 

S 3,000.000.00 

$16,126.00 

566000034344 

FROM CASH RESERVE ACCCLWT 

— 



08/22/1996 08/22/1996 

S 2.000.000.00 

$<2,983,874.00) 

929000215345 

! WITHDRAWAL 




! 




Thu, Sep 12. 1996 10:20:10 AM 

Property of Citibank. New York 


Page 1 
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Account File [Hogan ODA/CRA 10215064] DDA Account TJ Form 


— Transaction Journal (continued) — 

08/21/1998 08/21/1996 

S 1,000.000.00 

$(983,374.00) 

929001835345 

WJTHDRAWAL 

08/21/1996 08/21/1996 

s 10,352.72 

S 16,126.00 

929000655345 

OEPosrr 

08/08/1996 08/08/1996 

S 30.00 

S 5.773.28 

3590155344 

RINDS TRANSFER FEE 

08/07/1996 08/07/1996 

$655,410.93 

$5,803.28 

657009921344 

OUTGOING FUNDS TRANSFER 

08/06/1996 08/06/1996 

$ 655,410.93 

$ 661.214.21 

929001765345 

DEPOSIT 





03A]6/ig96 03/06/1996 

! DEPOSIT 

! ■ 

I 

08/06/1996 08/06/1996 

i INTEREST CHARGED ADJ 


07/31/1996 07/31/1996 

I OVERDRAFT INTEREST CHARGE 


07/31/1996 07/31/1996 S 2.9S1.500.49 S 4,969.84 566000095344 

TO CASH RESERVE ACCOONT 


07/30/1996 07/30/1996 

S 110.000.00 

S 2.966.470.33 

657002351344 

OITTSOINS FUNDS TRANSFER 




07/30/1996 07/3071996 

$ 110,000.00 

$ 3,075,470.33 

929000215345 

DEPOSIT 





$ 833.44 

$ 5,803.28 

929001175345 

$ 38.47 

$4,969.84 

4360039344 

S 38.47 

$4,931.37 

96073100001666 


Thu, Sep 12. 1996 10:20:10 AM Property of Citibank. New York 


Page 2 
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Account File [Hogan DDA/CRA 10215064] DDA Account TJ Form 

— TranssctJon Jaumai (continued) ' 

07/30/1996 07/30/1996 $ 2,961,500.49 S 2,966,470.33 657004361344 


INCOMING FUNDS TRAf^SFER 


07/25/1996 

07/25/1996 

S 16.000.00 

S 4,969.84 

929000175345 

oEPosrr 





07/18/1996 

07/13/1996 

S 30.00 

-$(11,030.16) 

3590037344 

FUNDS THANSFEH FEE 




07/17/1996 

07/17/1996 

S 16,000.00 

3(11,000.16) 

657010451344 


OlfTGOING RINDS TRANSFei 


07/16/1996 07/16/1996 

S 30.00 

$ 4,999.34 

3590046344 

FUNDS THANSFEH FEE 




07/15/1996 07/15/1996 

S 265.000.00 

$ 5,029.34 

657014611344 

OUTGOING FUNDS TRANSFER 




07/15/1996 07/15/1996 

S 265.000.00 

S 270,029.84 

929000195345 

DEPOsrr 




07/09/1996 07/09/1996 

S 30.00 

S 5.029.84 

3590038344 

FUNDS THANSFEH FEE 




07/08/1996 07/08/1996 

S 55,750.00 

S 5,059.84 

5660003133^ 

TO CASH RESERVE ACCOUNT 




07/03/1996 07/08/1996 

OUTGOING FUNDS TRANSFER 

$ 3.200.000.00 

S 80.809.84 

657010351344 

07/08/1996 07/0871996 

DEPOSIT 

$ 3.200.000.00 

S 3.260,809.84 

929000995345 


Thu. Sep 12. 1996 10:20;iaAM Property of Citibank, New York 


Page 3 
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Account File [Hogan DDA/CRA 10215064] DDA Account TJ Form 


Transaction Journal (continued) - 

S 07/05/1996 07/05/1996 

$ 30.00 

S 60.809.84 

3590043344 

i FUNDS THANSFER FEE 




1 07/03/1996 

07/03/1996 

S 14,053^86.93 

S 60,839.84 

657010861344 

i OUTGOING FUNDS TGANSFEH 




07/03/1996 

07/03/1996 

S 14.053.286.93 

S 14.114,126.77 

566000226344 

FROM CASH RESERVE ACCOUNT 




07/02/1396 

07/02/1996 

S 30.00 

S 60,839.84 

1760004344 

FUNDS TRANSFER FEE 




07/02/1996 

07/02/1996 

S 2.000.000.00 

S 60.869.34 

566000033344 

TO CASH RESERVE ACCOUNT 




07/02/1996 

07/02/1996 

S 45,199.07 

S 2,060.869.84 

1760003344 

FORBGN CURRENCY TRANSFO? 




07/02/1996 

07/02/1996 

S 2.000,000.00 

$2,106,068.91 

929002155345 

DEPOSIT 





07/01/1996 

07/01/1996 

S 80.000.00 

S 106,068.91 

566000191344 

TO CASH RESERVE ACCOUNT 




07/01/1996 

07/D1/1996 

S 250.00 

$ 186,068.91 

657023981344 

OUTGOING FUNDS TRANSFEH 




07/01/1996 

07/01/1996 

S 652.955.90 

$ 188.318.91 

3650007344 

LOAN INTEREST PAYMENT 




.07/01/1996 

07/01/1998 

S 29,688.842.00 

S 839.274.31 

3650009344 

LOAN PRINCIPAL PAYMENT 





Thu. Sep 12, 1996 10:20:10 AM Property o( Citibank. New York 


Page 4 


000G39 


546 


Account File [Hogan DDA/CRA 10215064] DDA Account TJ Form 

! Trsnsactlon Journal (continued) 

I 07/01/1996 07/01/1996 S 80,000.00 S 30,526,116.81 929005885345 

i DEPOSIT 

! 07/01/1996 Q7A31/1996 $ 30,441,000.00 $ 30,446,116.81 566000400344 


FROM CASH RESERVE ACCOUNT 


1 06/28/1996 06/28/1996 

$ 20.560.000.00 

S 5,116.81 

566000169344 

TO CASH RESERVE ACCOUNT 




06/28/1996 06/28/1996 

TO CASH RESERVE ACCQUf^T 

S 11,000,000.00 

S 20,585.116.81 

566000289344 

06/28/1996 06/28/1996 

S 8,500.000.00 

S 31.585.116.81 

566000157344 

TO CASH RESERVE ACCOUNT 




06/28/1996 06/28/1996 

S 1,690.000.00 

S 40.085.118.31 

566000175344 

TO CASH RESERVE ACCOUNT 




06/28/1996 06/28/1996 

DEPOSIT 

S 20,580.000.00 

$41,775,118.81 

929000495345 

06/28/1996 06/28/1996 

DEPOSIT 

S 8.500.000.00 

$21,195,118.81 

929000515345 

06/28/1996 06/28/1996 

oEPosrr 

' S 1.690.000.00 

$ 12,695,116.81 

929000505345 

06/28/1996 06/28/1996 

iNCGMINS FUNDS TRANSFER 

s n.ooo.000.00 

$ 11,005,116.81 

657018011344 

06/12/1996 06/12/1990 

S 307.976.05 

$5,116.81 

566000063344 

TO CASH RESERVE ACCOUNT 


Thu, Sep 12. 1996 10:20:10 AM Property of Citibank. New York 
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Account File (Hogan OOA/CRA 10215064] DDA Account TJ Form 


I r^nsactson jaumai icantinuea; 

’ 0sni/t336 Q6/lt/1S96 

S 307.378.05 

S 31^032.35 

SS7000091344 

! INCOMING FUNDS TSANSFEH 

i 

i QS/DT/isss Qsmnme 

S 28.81 

S 5.115.81 

92300021S34S 

! DEPOSIT 

! 08/31/1996 05/31/1996 

S1.68 

S S.090.00 

96053100001773 

; OVEHPRAFT3HTEaESTHEH^O 

! 05/31/1936 05/31/1996 

S1.66 

S 5,088.34 

96053100001777 

1 OVERORAfTfNTEHESTCHAHGE 

^ 0S/21/199S 05/21/1936 

S 217.725.13 

S 5.0SO.OO 

5SS000037344 

: -mCASHRESSiYEAGCOUKT 

i 

05/21/1986 05/21/1995 

3 217,725.13 

S222.S1S.13 

9290Q1S2534S 

DB^srr 

! 05/14/1998 0S/14n396 

S 5,300.00 

S 5,OSC.OO 

566000173344 

i FROM CASH RESERVE ACCOUHT 

i 05/13/1396 Q5/13/1S96 

3 210.00 

S(210.0Q) 

1380011344 

! ISSUE BANK CHEW 

i 

i aS/07/1396 05/0T/1936 

S 102,781.40 

SO.QO • 

5330107344 

TO CASH RESERVE ACCOUNT 




i 05/96/1996 05/96/1996 

S 111.457,68 

S 102.731.40 

929C0144534S 

DEPOSIT 

1 

1 

1 05/93/1996 05/03/1998 

S 6.337.50 

S{8.67B.26) 

3S50O2S344 


I gE 


Thu, Sep 12. 19S6 10220:10 AM property of Citibank, New Yori! 
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Account File [Hogan ODA/CRA 10215064] DOA Account TJ Form 

; Transaction Journal (cantinuecO ^ ^ , 

i 05/03/1996 05/03/1996 S 2,396.30 3(2,338.76! 4360012344 ! 

i INTB1EST CHAflSED APJ j 

j 04/30/1996 04/30/1996 S 25.00 3(4,735,06) 960430000 01854 { 


MINIMUM BAL FEE flEYERSAi, 


Q4/30/1996 

04/30/1996 

S 25.00 

514.760.06) 

96043000001853 

^ MINIMUM BAiJ«CE FEE 

— 



I 

04/30/1996 

04/30/1996 

3 4,016.68 

SI4.735.D6) 

96043000001852 

1 

i OVEHDRAFT INllHEST CHARSE 

— 



04/30/1996 

04/30/1996 

S 228.365.48 

5(718.13) 

929000645345 

DEPosrr 


— 



04/17/19S6 

04/17/1996 

S 162.173.89 

5(229, Q33.SS) 

929000385345 

‘ DEPOSIT 


— 



' 04/03/1998 

04/03/1996 

S 4.670.72 

5(331,257.55) 

4360043344 

INTHHEST CHARGED ADJ 

— 


1 

' 03/31/1996 

03/31/1996 

S 25.00 

3(395.928.27) 

i 

96033100001924 i 

' MINIMUM BAi. FEE REVERS/SI. 

— 



03/31/1S96 

03/31/1996 

S 25.00 

5(395.953.27) 

j 

96033100001923 1 

MINIMUM BAIANCE FEE 

— 



' 03/31/1996 

03/31/^996 

S 7.815.06 

5(395.928.27) 

9SQ33100001922 

aVEHDRAFT INTEREST CHARGE 

— 



03/22/1996 

03/22/1996 

S 278.355.28 

5(388,113.21) 

S57000071344 i 

, INCOMING FUNDS THANSFEH 

Thu, Sep 12, 1996 

10:20:10 AM 

Property of Crtibank. Mew York 

Page 7 
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Account Fite [Hogan DDA/CFiA 10215064] DDA Account TJ Form 
- Transaction Journal (continued) — 

03n3/1998 03/13/1996 $291.35 $(666,463.49) 4360065344 

INTEHEST CHAFGED At)J 


Thu. Sep 12, 13SS 10:20:10 AM 


Property of Cftihank, New York 


^age 8 
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MEMORANDUM TO: ALAtN OBER 

RE; UNUSUAL WIRE TRANSFER ACTIViTY 
FROM: ANGELO FUSARO^OMPLIANCE & CONTROL 
DATE: OCTOBER 21, 193S \ 

ACCOUNT NAME: TENDIN INVESTT^ENTS LTD 
ACCOUNT NUMBER: .10215064 


In our sensftiYfty review of client account activity, we have identified the above account 
for the unusually high amount of transfer activity fora Private Banking account. At this 
time we request additional information from you in order to better understand why the 
customer conducts transactions in this matter. This request helps us In complying 
with the “Know Your Customer" regulations, but Is also a good opportunity to learn 
more about your customer's hanking habits and financial' needs, tf you do not already 
have a thorough understanding of your customer's transactions, approach the customer 
with the intention of learning more about their transactions so that you may provide 
improved service and/or take advantage of new sales opportunities. For example, the 
customer may be using the account for business purposes, if so provide an explanation 
of the business, name of the business, address, etc. 

Citibank is required to “Know It's Customers," to monitor unusual activity, and to report 
transactions for which there is no adequate explanation. Please provide an explanation 
for the wire transfer activity and return it to me by October 30, 1 996, so that we may 
conclude this investigation. 

<7-j r.^ ,/ ^ 

o/ [,-a-u'rica 7 -/- ^ 

Atjr- 6 J ct A //A £>Oi-A‘!x^ ■ 


If you have any questions, feei free to call me on 212-5S9-13S7, 


Thank you. 

aiiiv oBf" V 

cc: Edward Kowalcyk '"''■'(nVw' 

N.Jarostchuk 

STRICTLY CONnDENTTAL - NOT FOR 

CmCUlATlON 

SUBCOMMTITEE MEMBERS AND STAFF 

ONLY DEC 4 




1996 
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To: 

CC: 

CC: 

From: 

Date: 

Subject: 


CMNA 8-AUG-96 15:42:42 009873 
Ronald Chapman (USHYCiCGAM) 

Norman Macbeth (USNYC: CGAM) , Oonneile Knowles (CSNAS:P8G), 
Belma Kusoglu (EULONrPBG), David Sprindzunas {USNYC;fbg) 
Alain Ober (USNYC: PBGWH) 

THU 08 -AUG-9 6 15:42 GMT 
Tendin Investments, Ltd. 


The restructuring of the Tendin portfolio is now -complete. To help you 
establish the new monthly, report, here is the pertinent information: 


Portfolio 572667 
$20,676,833.44 a: 
$20,580,000 6-28 
$80,000 7-1 
$16,000 7-16 
$833.44 8-5 


(Balanced Growth): 
follows: 


fully liquidated for total amount of 


Portfolio 572668 (US Fixed income); decreased by $8,500,000 on 6-28 


Portfolio 573791 
of $7,920,410 as 
$1,690,000 6-28 
$2,000,000 7-2 
$3,200,000 7-8 
$265,000 7-15 
$110,000 7-30 
$655,410 8-7 


(International Equities): fully liquidated for total amount:^ 
follows: 




./ - . ^ i Jr .uz 


Portfolio International Fixed Income (London): decreased by $11,000,000 
value 6-28. 


New FGP portfolio in London now fully funded for total amount of $16,299,697 
as follows: 

$14,053,286.93 7-3 
$3,200,000 7-8 
$265,000 7-15 
$16 , 000 7-16 
$110,000 7-30 
$655,410.93 8-7 


Ron, I hope all this information helps you to establish the July statement. 
FYI, I shall need July and August statements at the latest Friday, Septembe: 
13tft to take them on my next African trip. 

Chip $2,961,500.49 new money came on 7-30. They are currently in CRA at 
a very good rate. I shall call you on 8-12 upon your return from vacation 
to discuss a new home for this amount, hopefully in NY! Oonneile, we 
keep you posted. 


Regards to all . 


STRICTLY CONFIDENTIAL - NOT K)R 
CIRCULATION 

SUBCOMMITTEE MEMBERS AND JrAFF 

(mv 


XI006876 
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STOICn-yCONFCDENTUl— NOT FOR 
CmCULATtON 

StffiCOMMrrTEi; MEMBERS AND STAFF 34 

OWLY 


PRIVATE BANKING GROUF - 
CAU. REPORT 


NAME: Tendin Investments, Ltd. BANKER: Alain Ober 

(Bahamas) 

ADDRESS: ACCOMPANYING OFFICER: Muwaffak 

Bibi 

LOCATION OF CALL: His office DATE OF CALL: 5/12/98 


EXISTING 

CLIENT X 

POTENTIAL 

CLIENT 

CURRENT LEVEL 

POTENTIAL 

LEVEL 

CALL INITIATED 
BY 

CLIENT 

PBG 

X 

AUM 

$64MM 

AUMS 


CNR$ 

CNRS 


PURPOSE 



A/C 

SERVICE 

OF CALL: 



OPENING 



CALL OBJECTIVES: 

• Attempted fraud. 

• Reduced US Fixed Income $2.5MM for $2MM Legion Fund and $0.5MM private equity 


RESULTS OF CALL: 

. AUMs: 64MM (including Portfolios $83.9MM. YTD 4/98: +7.45% vs. 1997: 7.29% foil year) 
TPC SIMM to Cia Libreville for A/C of O.B. 

• Very happy with results! 

• However, once again he raised the issue of not being visited by Citibank Paris to be shown 
results on the leontine' A/C. 

• He confirmed that the attempted fraud on his account was indeed one. 

• Agreed to repiara Europe Enterprise '92 with $2MM Legion Fund and $0.5MM Private Equity 

Ltd. ' 

FOLLOW UP / NEXT STEP: 

• Mrs. Gondjout 48 )sed issue of wanting to secure an internship to the son of a Gabonese 
Ambassador at Citibank Paris. She had already mentioned it to Chris Rogers and asked me to 
do it again. 

• Follow up on Legion Fund 4 Private Equity. ____ 


DOC 

AKYC 

B.0PEN 

C. SERVICE 

D. CREDIT 


Xi00247B 
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Smmla Pefwianest SudcommitM 
oninvssigalions 


Author; Alain Ober at CITIMAIL 
Date: 12/10/9S S:58 PM 

Priority: Normal 
Receipt Requested 

TO: Christopher L Rogers at EUPARZ05 
CC: N. Jarastchuk at Citiroail 
CC: Socorro Lopez at Citimail 
CC: Muwaffak Bibi at Citimail 
CC: Salim Raza at Citimail 
Subject: Tendin Investments, Ltd. 

- Message Oontents 


eaffliT#. 



STRICTLY CONFmENTLU.-f(OT FOR 
CIRCULATION 

SUBCOMMITTEE MEMBERS A.M> ST-ATF 
ONLY 


AS I told you recently on the phone, the Federal. Examiners are auditing 
the Tendin account. I have already spent several hours with them and overall 
they 'appear to be satisfied with my answers. However, there is one major 
issue which remains unresolved for which you may be of help. 

You may remember Chat this account was opened in 1985 at PSG NY with $52MM 
coming from a time deposit at Citibank Bahrain which was opened by Citiba-nk 
Libreville on behalf of our client- At the time someone in the Branch suggested 
.at the money would be better managed at PBG New York and that's how the 
account was opened in NY. I spoke to Bill Owen who was the officer in NY 
at the time and Bill indicated that the SS2MM were accumulated over several 
years at the Branch at the time that you were there. Neither Bill nor myself 
ever asked our client where this money came from. My guess, as well as 
Bill's, is that in view of the importance of our client’s country as a provider 
of cheap oil to France, it was (and still is) important that our^ciient 
stayed in power and thus the French Govenment/French oil companies (Blf) 
made "donationa" to him (very much like we give to PACs in the US I ) . Since 
you were at the Branch at the time of accumulation of these monies, do you 
remember specifically where they came from and if so, could you please let 
me know as soon as possible in a eitiraail. 

Many thanks for your assistance, 

Alain 



Xi002283 
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Author; Christopher L Rogers at EtrZRKKUB 
Dace: 12/ll/SS PH 

Priority! Normal 
TO: Alain Ober at Citimail 
CC; N. JaroscctuJc at, CiCiraail 
CC: Sandra !L<opez Bird at Ci^nall 
CC: Mu^aCfa^ Bibi at CiCidail 
CC: Salim Rasa.^at.Si£injail 

" Tnvwfitmenta. ltd. 

{Message Coaceata 



STRICTLY CONHDENnAi - NOT FOR 
CIRCUIATION 

SUBCOMMirmE MEMBIiS AMS SIAFF 
ONLY 


Subject: ^ndi^ 

Jbat a few datailfi on the dcvalopmenc of the relatioruhip as i 
recall them. 


X believe we opened an *ISD* account in H.V. as eaxly aa 197S- 
X 377 to accowroodate cash Cranafars to Libreville needed for 
official trips sbiroad. Thia was before Bill Owen's time. 

b) I'm not sure chat the Bahrain deposit grew out of the accrual of 
balances in Libreville per se. The late 70 's were the first big 
oil production years., and there ware significant OSD 
cransactioas wicb o&EC, foreign contractors, etc., which, lad up 
to Che OAtJ suraoiic of 1978. It seams to me « woriced out an 
agraeftwnc with Bahrain Treasury at chat tiae because they had 
fcha esepercisa to handle large investmeats at a decent return. 

casa, our rola was strictly limited to 
intermediating transfer and invescaant reguescs la the most 
effectiva way possibla. 


2. - T-’ reaeniles » Sulf ralyat. io Oat oil (300 M tarralH p/d) accents 

for 9S pet of revenuai* lor a population of lean than I pillion. It ia 
clear therefore Ojac Tendin- IBVeatnenta draea eo.o of ita -ealtb from 
oil but w hare no way of beins more apecifio. You s)Muld too. that 
alnoe the mid 70 'a, by law, a aignlf leant portieaj of oil rwvenuea hare 
been ploughed baoh each year into infraacruetbral joint-ventures under 
the BO-oalled PI3 [Prowisiona pour les Invesciaaementa Diversifiea) 
sehame. The public aecter had a Lading role in this scheme. ^ it 
baa been a major aspect of buainess activity snd OIP growth in all 
seotora. This ia th- beat way to place Tendin'a activity and revenues 
into coctexbe 


I think What ia important for u. L that « maintain our very, pr=£«-i=n^ 
■arm'a length- role aa fnnda cuatodiana while ensuring hhat we continue to 
•know our cu.too.r- aa thoroughly «id aa perscnally aa poaaibL. 


liegarda, 

Chris 


vm7m& 
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CMNA 26-FEB-37 15:41:36 011589 

Nuhad Saliba (ArLBV:lB) 

Cu: Kayembe Nzongoia (AFLaVcIB) 

Froai: Alain Ober {tJSNycrPBGW?) 

Date: WED 26-FEB--97 15:41 GHT 

Subject: Tendin Investments, Iitd. 

Since wa are always discussing this relationship, you should be aware that 
the Federal Examiners recently audited this relationship at length {over 3 weeks 
and three meetings - total 5 hours ! ) . 

They are satisfied by the way we are managing it. They only wade one comment 
which created a lot of excitement and became shortly thereafter a non event. 

As you know, Tendin borrowed heavily through the years and the Fed Examiners 
raised the point that according to our Credit Policy Manual, any loan to 
a political figure requires the approval on an exceptional basis of John 
Ingraham, head of Credit for the Bank. However, this policy does not apply 
to Tendin for the following 'reasons; 

1. This was margin loan borrowing which we suggested to our client since 
the interest rats differential worked in his favor {as know, when the trend 
reversed, ha repaid all the loans) - 

2 Since it is margin lending, the Bank does not take any credit risk and 
thus is not making any favor to a poitical figure. This policy is really 
meant for US domestic political lending where there could be potential conflict 
of interest. 

By the way, Tendin is on the list of approved political figures signed by 
Alvaro de Souza, head of PBG. 

Best personal regards, 
lain 

.S. re. my last visit; Merci to all. 
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Senate Permanent Subcommittee 


On Investij 
EXHIBIT # 


Jtions 

21 . 


CMEA 26-DEC-96 07:43:5S 006671 
Toi Alain Ober (USNI>!C:PBGWH) 

CC: David, Sprindzunas (USNYC:PBG) 

Frotn: Kayexabe Nzongola (AFtaVsIB) 

Date: THU 2S-DEC-96 07:44 GMT 

Subject; Re: Tendin 


EXACTLY FtlHDS HAVE COME FPOH THE STATE TREAStlRY . THE TREASURER CALLED MS 
TO ADVISE THAT THE PAYMENT IS BY OSBER OP THE "PATRON" . 

SEE YOU IN JANUARY. 


CHEERS 

TONY 


Forwarded Message- 24-OEC-9S 13:27:21 0111S5 

To: Kayestjfae Nzongola CAFL3V:IB) 

CC: David Sprindzunas (USNYCtPBG) 

From; Alain Ober (USNYCrPBGWH) 

Date: TUE 24~DEC-96 13:34 GMT 

subject: Tendin 


Manv thartts for your CM of "today. Please indicate the by-order party of 
the transfer to us (the state Treasury?) sinoa I need to know the source 
of the funds- Thanks and Season's Greetings (did you receive ny Xmas card?) 

ps?^"l'll be in Libreville from 1/27 to 2/1. Details to follow early Januar 


Delivered:' TUB 24-DEC-1996' 13:34 GHT 


Delivered: THU 26-DEC-199S 07:44 GMT 


k«a7f)G3 
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STRICny CONUDEMlAl - NOT FOR 
CaOEATION 

SUKOJriMfITEE MEMBERS AND Sl^F? 
CM,Y 


To: 
CC: 
CC: ' 
From: 
Date 


’ CMHA 7-JaN-97 19:34;40 011137 

DaSid^Spxindzims'cS^CrFBG), Norman Kaobeth (i2IJSNYC:cgm) , 
Zatd ChapmarC 12 USNYC=c<lAH), Kuvaffak Blbl {USNYC:PBG, 
Alain Ober (USNYCzPBGWH) 

TUE 07-JAN-97 19:34 GMT 


Data: TUE 07-JAM-3/ 

Subject; Tandin Investments, Ito- 


Greetlngs lor 1997! »-,-ansfer for 91,886,792.43 for Tandin (by ordar 

?rea2ury via Citibank Gabon).- Thus, we must invest this amount 

(it was Hacbeth^e'^a^eed to invest $1,900,000 as follows 

After meeting with feesH : 

fwe must keep ^ Bond Fund Dtd in New York- In ord^ to 
1. T would need an original copy of our PKS-investor Agreet 

open this portfolio, I ifn take cara of the other forms which do not 
completed by yourselves. I'll tafce care oi. 

r'^«Q oSraflSSSon'to the international Piked Income Portfolio in Lcndo 

(you to’^Lr^ntSuiticnal Equities in New York. 

z - soon as ._ssibia. 

Many thanks for your usual kind and efficient assistance. 


Best personal regards. 



X007064 



CIRCmATK>N 

STJBCOMMTnSE MEMBEES A^l} 
COT 


Date: 
Sub j ect 


CMNA 20-PEB-97 16:48:15 013135 

Salim Raza <EtJLOK:PBG) 

Alain ober (USNYCtPBGWH) 

MuwaffaX Bibi (USNYCtPBG) 

THD 20-FEB-97 16:48 GST 
Tendin Investments, Ltd. 


To: 

CC: 

CC: 

From: 

Date: 


Very good news, which will, partly offsett the lost Aim's of last year. 

Regards -Kuwaf f ak 
Forwarded message: 

' a&A lS-FBB-97 20:23:07 011507 

Herman Maebeth (12USNYC:CSAM) , Ronald chapman ( 120SNYC : CGAH) 

Donnelle Knowles (CSHiSrPBG), David Sprindzanas (USNYC:PSG) . 

KuwaflaJc Bibi (USNYCiPBG) 

Alain Dher (DSNYC:PBGWH) 

TOE lB-FEB-1997 03:23 PM EST 
Subject: Tendin Investments,. Ltd. 

Frld'suegosted that I send you a CM since you are travelling in Japan. 

Well I am bacR rrom Africa without the Ebola virus (as of today) but with 
an additional 513,000,000 (even) into Tendin's aocount. He was very pleased 
with 1996 results and the new strategy and indicated on the spot that he 
would send at least SIO MM (increased to 513MM. possibly 15MM) . The money 
was received value 2— 14-"97 (from Swiss Ban)c Corp and Credit Suisse First 
Boston, Zurich). The transfers were arranged by his personal advisor and 
the money comes from the sale of investments in South Africa in the oil 

Thus°^ue need to allocate these new ADMs. Ron, can you do the January numbers 
cnip, may be Ron could fax you the January numbers when dona and 
this basis we could have a phone conversation? I have ho problem Incresing 
tue FGP but would like some form of credit for the AUMs booked in London 
(currently 523. S MM). Fred promised to look into it (whan we rasuffled 
the portfolio last Summer I was told by several persons that it could not 
be done) ) . 

Hope you are enjoying your trip to Japan. 

Ron, please call me when you come back. 

Regards to all, 

Alain 


Delivered! TOE 18-rEB-1997 03:23 PM ZST 

To: Herman Macbeth ( 12 USKYC:CGAM) , Ronald Chapman (12USHYC:CG^) 

CC- Donnelle Knowles (CSNAS:PBG), David sprindzunas (USNyc:PBG) , 

CC: Huwaffak Bibi (OSNYC-.PBG) 

From: Alain Ober (USNYCiPBGVfH) 

Data: WED 19-FEB-1997 10:31 AM EST 

Subject: Tendin Investments, Ltd- 

topprtr^port that an additional (and final) 52 , 000„000 were received 
valSe 2-18-97 from Sank Edouard Constant, Switzerland by 
Henggli (law firm) as previous transfers. Thus, we ^ 

Chip, Fred sent a CM to Victoria Rock re. potential CNR credit for AUBs 
ooo)cad in London (you were copied on it). 

Regards to all, 


X007065 
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STEaCTLY CONFIDENTIAl - NOT FOR 
dRCUlAHON 

STJBCOMMirrEE MEJvlBEES AND STAFF 
ONLY 


Facsimile Cover Sheet 

I'd 1 .-U U 

I 

1 “q. Donnelle Knowles 
Company: cititrust Bahamas 
Phone: 

Fax: ® ^ 8699/8649 


From: 

Company: York 

Phone: 

Fax; 


Date: 02/2S/97 
Pages Including this 
cover page: 


Comments: 

Dear Donnelle, 

This is a follow up to oxir phone conversation of today 
during which "you indicated that you were unable to send lae 
instructions to invest the $15.3 MM for Tendin since the 
Trust company has compliance concerns with these funds. 

I confirmed to you that I had already given instructions to 
invest the funds since: 

a. you did not react to my citimails of 2-18 and 2-19-97 
informing you of the arrival of these funds, giving you the 
names of the banks and the source of the funds . You 
mentionncd that Ccirmen Butler/Leona Mitchell are concerned 
and thinking about this problem: how long does it take to 
make a determination and contact me (since I am the source 
of information])? If you want to return funds, the sooner 
the better. . . 

b. the funds having been in a CRA account for a week 
earning a small interest, I felt that it was urgent to 
invest the funds. I did not foresee any problems at your 
end in sending me the usual instructions. 

c. I an also amazed that your office has problems with 12/96 


X0070B7 
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STRICTLY CONFIDENTIAL - NOT FOR 
CIRCUUT ION 

SUBCOMMnriEE ZvIEMBERS AND STAFF 


Si 9MM received from the State Treasury of our client's 
country. No one so far has expressed any concerns to me 

A^r\entionned to you, the Tendin relationship was reviewed 
at lenoth by the Federal Examiners earlier this year and 
??lnsfL and others were discussed and they had no 
oroblem with them (neither do I) - 

d The political figure behind Tendin has been approved as 
a 'political figure by Mr. Alvaro de Souza. 

In addition, you will find on the following pages, the 

follovinq’ docvunents: a. • a. 

a. Tendin's current profile, please pay attention to the 
section on the source of wealth. ^ , 

r MV CM to you of 2 -ia and 2-19 were sent by Mr. Muwaffak 
Bib?^C™arof EMEA in Vi) to Hr. Salim Raza, head of PBG 
Emerging markets (including Africa) for PBG. Both Messrs. 
Bibi and Raza are satisfied with the source of these monies. 


I would appreciate your sharing this inforaation with 
Ca^en/teoL as soon as possible I 

to discuss this problem. Mr. Bxbi would like to get 
involved if the problem persists. 


Please send me your instructions ASAP. 
Best personal regards. 
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^^OMMTITEE MKMBEHSAmi STAfT 


CKHA 26-FEB-97 

19:26:24 

011551 

To: 

Korman Macbeth (12USKYC:CGAM) , Ronald 

Chapman 

{12USNYC:CGAM) , 

r- - 

Donnelle Knowles (CSNAS:PBG) 



CC . 

Kuwaffak Bibi (USNYC:PBG), Salim Raza' 

' fEULOK:PBG) , 

CC: 

□avid Sprindzunas (USNYCiPBG) 



From: 

Alain Ober (USNYC;PBGWHJ 



Date: 

WED 26-FEB-97’’l9 :36 GMT 



Subject: 

Tendin Investments, Ltd. 




On 2-15-97, we received $5,000,000 from Chase Manhattan Ban>c for the account 
"os" which is a special name account in the na&e of the same beneficial 
owner of Tendin- Mr- Samuel Dossou-Aworat who is the President's special 
advisor on issues of hydrocarbons/petroleum has a full power of attorney 
on the "OS" account and is the person who initiated the recent $12 and 3 
Mh transfers to Tendin 's account- 

The beneficial owner of Tendin called me on the phone today to express surprise 
Chat the 55MM was transferred to ”05" and not Tandin and indicated that 
the total aiTiount of the transfer to Tendin should have been $20MM (proceeds 
from the sale of some investments in the oil business in South Africa) . 

1 contacted Mr. Dossou who immediately sent me transfer instructions to 
' debit "as” for $SMM on 3-3-97 and credit Tendin- 

Thus, on 3-3—97, Tendin's AUMs will increase by 55KM. Please note tha 
following: 

i. Chip: we shall invest this amount in the same 
proportions as the current overall portfolio. 

2 . Ron: please take note of the incoming credit. 

3- Donnelle: please send me instructions ASAP to invest these monies as 
follows : 

US Fixed Income (NV) 5750,000 

G’ ;al 3ond portfolio (London) 5700,000 

Nt. Markets Bond Fund (MY) $150,000 

Flexible Global Portfolio (London) 53,000,000 

US Equity earning Growth (NY) $150,000 

International Egxjities S2SO,ooo 

Total: $5,000,000 

Craetings to all, 

Alain 


Xi00431 
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the citkank priva te bank 

TELEFAX 


Senate Permanent Subcommittee 
on Investigations 
EXHIBIT # 32m. 


Please call-33- 1 -44.43.45.3 Tif this transmission is incomplete. 

iThis fax is confidential and intended only for the use of the individualfs) to which it is addressed. The information. 
■ contained in it may be the subject of professional privilege or protected from disclosure for other reasons. If you arc not . 
the intended addressee, please telephone us immediately on rcceipL You should not disclose or reproduce any part of this I 


fax without specific consent. 


To : Alain OBER 

Muwaffak BIBI 
cc ; Salim RAZA 

Nuhad SALIBA 
Francois HERVE 


Fax; I-2i2-793.64.93 
1-212-793.64.93 
44-171-409.72.45 
241-73.37.86 
Paris 


Fm : C.L. ROGERS 

Date: 9 April 1997 

Number of pages (including cover) : 3 


Fax : 33-1-40.70.90.55 


Re ; Tendin cash flow 


I had a lengthy meeting today with a senior Gabonese civil servant, a consultant to the President, 
whom I have known for 20 years, I was pretty direct in my probing and the answers I received, 
although not comprehensive, give a better picture of Gabonese public finances as they relate to the 
Presidency. 


1. OFFICIAL STATE BUDGET 

This document, traditionally patterned on the French model, includes three basic categories : 
operating, investment and debt 

Every year, an overall allocation, loosely referred to as “security” or “political” funds, is voted mto 
the budget across the operating and investment categories. Although not spelled out for obvious 
reasons, these funds are understood to be used at the discretion of the Presidency. 

The relative “security” allocations for 1995 are as follows : 


SECURITYFUNDS- 1995 

FF/S MM 

Operating 

Inv. 

TotFF 

Tot.$ 

Centralized management - 

219 

33 

252 

45 

Direct administration - 

300 


300 

54 

Presidency - 

10.3 


10.3 

2 

Presidency - 

42 

11.7 

53.7 

10 


571J 

44.7 

616 

111 




7300 

1300 

% 



8.5 
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S^^CTLY CONFIDENTEAL- MOT FOR 
CIRCULATION 

S^OMMrmE MEMBERS AXD STAFF 


OVERALL BUDGET 


FF/S B. 

1995 

1996 

1997 (not yet voted! 


FF7,3 

$ 1.3 

FF 7.6 

S 1.4 

FF S.5 

S L5 

of which Oil 






FF5.3 

S 1.0 

% 



1 

62 


■ Please note that I am working with Libreville to develop secimiy tads breakdown for 1996-1997. 
B If you consider that 1996 was an austerity year for Gabon (despite a strong oil performance), and 
th. 5 t IMF objectives were achieved in the context of a basically flat budget over 95/96, security 
tads would have remained beiow 10 %; 

In 1997, the budget increase will be built principally on internal demand (e,xport3. inchiding oil, 
will remain basically flat); I would hazard a marginal increase in the percentage of security tads, 
but it would still he in single digits. 


2. Oil. RECEIPTS - 1997Est. 

The data below comes from Price Waterhouse, Paris and Libreville. Their Africa Head in Paris 
was resident manager in Gabon for 8 years, and docs work for President Bongo’s chief oil ’ • 
consultant. 


FF/S MM 

FF 

S 

♦ Non Fiscal 



mining royalties 

1748 

312 


133 

24 


2 

A 


15 

2.6 

dividends from equity holdings 

100 

■ 17,7 

Total 

1998 

356.7 


3273 

584 

♦ Total oil fiscal + non fiscal 

5271 

940.7 


8491 

1516 

• % oil/total receipts 

62 

♦ % “Security Funds” (’95 numbers) to oil 

li.S 


♦ ELF GABON - a u -cir 

This company, the largest In Gabon as well as the largest in the Eif Group, is 58^ /o owned by Elf 
parent, 25 % by the Republic of Gabon (which yielded part of the S 17 MM dividend payment to 
the government in 1996 as per above) and 17 % by private investois, of which almost certainly 
President Bongo. The company is listed in the CAC 40. and its stock has risen 23 % since Janu^. 
which will yield a dividend of $ 30 against $ 16.5 in ’95. 1996 net eammgs were FF 775 MWS 
136 MM. If the trend continues in 1997, the State’s 25 % equity share in the company coula yield 
significantly more than the $ 17.7 MM forecasted above. Perhaps Elf Gabon is not included, 

because of special considerations. We will need to find out ^ 

It should be noted that Elf Gabon divested itself of an unprofitable 65 % owned subsidiary last year 
(CPIH) which resulted in a net profit of FF 1.9 B/$ 335 MM. All of this profit will be dislnbuted to 
stockholders, which will be the equivalent of S 75 per share. A link to our $ 20 MM transfer from 

Switzerland is possible. . , , . 

All in all, an Elf Gabon shareholder will receive $ 105 per share this year. I will try and oocun 
more information on the President’s equity holding in the company. 
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3 


There is no easy or obvious way to detennine how oil receipts find their way to security fund 
allocations, through 4 budget categories but we will try to develop a feel for it as we go forward. 


Price Waterhouse know of no rcgulatoiy orstatiitoiy provision linking any portion of oil receipts to 
either the Presidency or “special”/" security” nmds. 

The so-called PID (Provision pour les Invcstisseinents Divcisifics”) law requiring oil eompanies to 
invest in non-oil related joint ventures with the government as a function of their earnings has faded 
markedly over the last 10 years, under IMF pressure. In its heyday, according to my source In 1) 
above it could easily reach the FF 100-500 MM p.a. level, and constitute a sort of parallel budget. 
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oscvi^noN 

sj^nocrmz MEvotaa aad stajp 

PBg1wH7EMEA NY 

To; FKc 
Ffuni; Alain Obcf 

Sate; April 1 1, 1997 

rr: TENDIN INVESTMOTTS. LTD/96a41 - • 




Chriilopher L. Rogers, our African marketing head based tn Paris, rccenily had a 
meeting with a vciy high ranking government official of our client’s country. This 
person, who keeps PBG accounts in Paris and New York (well kno'-vn to me) has 
been Involved in the country's financial affairs for the last twer^y years. The main 
purpose of the meeting was to determine the amount of funds put at our client's 
disposal in the national budget of his country. 

The national budget is patterned after the French budget and the c:ipense side is 
divided into three categories: operating expenses, investments and debt. In every 
yearly budget, an overall allocation is voted across the operating expenses and 
investments categories. These funds arc understood to be used at the discretion of 
our diem. 

In the last published budget (1995). the various allocations were as follows 
(convened into USSMM): 

Centralized rranasement/Speciaf endawmems: S4SMM 
Direct AdmimstratiorTPayments to Treasury: S54MM 
Presidcn^/Speciai endowments: S2MM 
Presidency/Pemianent Balance; SIQMM 

Total: SI ilMIM, representing 8.5% of the Budget for 1995 (S1.3MMM). 

We can.assun!e that i.he same level of aUocations exist in the 1S96 Budget 
(SI AKfMhf) and the 1997 Budget (S1.5N1MM - yet to be voted). 

Moreover, based on informafion provided by Price Waterhouse (Paris and our 
cilenl’s coemry), it is inicrtsiing to note that in the 1997 Budget, 62% of receipts 
come from oil revenues. 
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P8G-VVH/EMB\ NY 


DATE: 

April 14, 1997 

TO: 

File 

FROM: 

Alain Ober 

SUBJECT: 

TENDIN INVESTMENTS, LTO/966241 


Christopher l_ Rogers, our African marketing head based in Paris, recently had a meeting with a very high- 
ranKtng government offidai of our client's country. This person, who keeps PBG accounts in Paris and 
New York (well known to me) has been involved in the country's financial affairs for the last twenty years. 
The main pugjose of the meeting was to determine the amount of funds put at our clients disposal in the 
national budget of his country. 

The national budget is patterned after the French budget and the expense side is divided into three 
categories: operating expenses, investments and debt. In every yeariy budget, an overall allocation is 
voted across tire operating expenses and investments categories. It is understood that these funds are at 
the disposal of the Presidency, without any limitation. 

in the last published budget (1995), the various allocations were as follows (converted into USSMM): 

■ CentralizrKi management/Special endowments: $45MM 

• Direct Ad.Tinistration/Payments to Treasury: 554MM 

• Presidency/Special endowments: $2MM 

■ Fresidencrj/Permanent Balance: S10MM 

■rot 3 l; $1 11 MM represandng 8.51i a IJie audcat for 1 S9S fjl .3MMM)) 


While, we can rrssume that the same level of allocations exist in the 1 996 Budget (SI .vMMM) and the 1 997 
Budget (SI.SIvIMM - yet to be voted), we continue trying to obtain additional information about these 
figures. 
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b™Cn.Y CONHDENTIAl - NCtT TOS 
■' CKGOIATION 

. . iS® OTW 
ONOr “ 


G02ZOCC 2a-A?B-97 14:53:57 503307 
’n- Alain Obar (•jSSyC:PBGSfH) , Hawaffajt Bibi (ns!riC:PBE) 

:c: jaan-Franoois Hubert (ED?ABZOS:PBO) , Saliai Raza {EOLONiPBG) , 

'C' Francois Herve (EIIPARZDS:PBG) 

T:om: CBristopher I, Rogers (B0PAHZ05:PBG) 

jate: HOH 2S-APH-97 14:49 GMT 

Jabjaot: rrance-Gabon Paris Press clippings 


I sea that Jean-Pranois vas able to get you the .clippings you 
reguirea in my absanee, and 1 thank him for doing so diligently .and 
thoroughly. 

At the same time, Franoia Herve and I feel guite strongly that all . 
of us need to be very thoughtful end selective about the press 
coverage uo choose to interpret and share about our top customers. y 

in the case at hand, the information vrtiich has ccme to light recently 
la eart of ah ongoing controversy which stretches back wall into last 
Jcar, and which largely transcends the sole question of our customer's 
personal financial dealings. 

I am unable to Interpret the current press allegations insofar as they 
might touch upon the Hank but would not be tempted to try becauee of 
the doubts it could raise In people's minds about our own relationship 
with our oustomor. If this is the case, we ought to be ekttomaly 
careful about sharing such information with regulatory authorities, 
because we can't answer for it. 

T think our course of action should be to stay informed about what is 
being carried in the newspapers, and consult regularly amongst 
ourselves about what appears to be germane for the Bank. Only ^en^ 
should we seek more interpretation and possible further dissemination. 

I'll volunteer the first recommendation as to oux course of action in this 
natter I 

1) the character of our customer ie not compromised troia a compHance 
standpoint, insofar as our relationship is concerned, ■ 

2) we should stay as far away as possible from this 

Mtil My one or us has firm or verifiable evidence which would lead 
ua to suspect the BanX'a intereato are at rt»K. 

Regard*, 


JIB: ifuwaffaX/AlaiJi 

Please take out a subecriptlon to -La Honde^ 
to great lengths to photocopy and mail the 


' in Hew fork. Sabine goej 

'Lettre du continent , but, 
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S-mCILY CONHDENTIAI. - NOT TOR 
CIRCriAT ION ’ 

■SliBCOMMnmKEMBESSAND S1H?-— “ 

aw 


with respect, cannot be expected to scan and clip the local press on a 
daily basis. I'll send along what I think is important as per 2) above 
and you should do likewise. 

Received: MON 2S-AS*H-1997 14s 05 GMT 


3eXivared: MON 2S-APK-1997 14:49 GMT 
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Comptroller of the Currency 
Administrator of National Banks 


Washington, DC 20219 


To: 

F rom: 

Date: 

Subject: 



June !S. i997 , 


Related flies of' El fJad: (Dmar Boneo 
President of Gabon 'Aertcai 


MEMORANDUM 


Background 

During the fourth uuaner !99b. ’.he Fecerai Rcscr'-'c Bur.\ at New \ork iFRJ3) conducted an 
exammaiion of Citibank's Global Pnvaic BanKsnu upcrat:v)n<, Tiic FRB asked the i}CC il they 
couid test the FRO's new know ;.-ouf custcmcr : RVO cxaxnmatx'n procedures at Citibank. MA due 
to the size of its domestic and international pnvate banking presence. Following the FRB’s exit 
itieeting widi Citibank management, the hRB asked to meet with ’.he OCC. OnFebruary’ IS. 199.'. 
Ralph Sharpe (DC for MNB ). Grace Oaiiey - EfC). .Vfike Lino-ves < N'E District Sd:C Attorney;. Jerr.' 
Cassei (NBE at Citibank) and ( meet with i.he FRJ3- During that meeting the FRB shared with us 
the concerns listed beiov'-'. 

Although the FRB had conce.ms..:hey did not discuss ihc.m with Citibank management during the 
exit meetina. However, they asked that -ve :biio\'.'-up on them. Following that meeting and on 
February' 1 9. 1 997. .Mike Linowes and i me: with the FRO examination team and supervisor/ oftlcc. 
Durinu that meeting the FRB gave us a copy ot their Bongo .'iie and aiscussed their findings in morj 
detail. 

,\s part of the examination scone, the FR.B rcMcwe 
•_r.usuai account activim Hie .-epor. idcntife-; .i S3 " 

Bongo's clduciar/ account, fendin Invcst.menis. The 
••VOS the basis for FRB's uecisior; to rm.-iew account a 
issues: 

0 Tnere is nothing in :he :::e that explains the source of the initial nones beyond afuding 
to the oil rc'.erues .tr.d .: reiaii.tnir.in w:;h :.he Frenc.b oi! comoanies. 


d the bonk'': intc-mal oroyraim that monitors 

reduction in the Fcndin investment portfolio 
,c::v:tv ‘ITe FRB idcntiried the foilewing its 
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0 Vij. Alain Ober, Citibank pnvatc banker responsible tor the Bcngo relationsmp, told the 
FRB (during interview's) of President Bongo having a coune; pick up suitcases full of 
cash from the oil companies. 

o In October 1996. President Bongo opened another account at Citibank. This account was 
to be used to collect payments frcm his relationship with oil companies. 

Assets rrom the Tendin Investment account were used to pay off existing debt \vith Ciabank, Na. 
-According to the loan terms, repayment of the debt was to come from liquidation of Tendin 
[nvesiments. The bank's unusual account activity repoa reHected a S20 million increase in the 
Tencin investment .Account dunng the fourth cuaner of 1996. The increase was the result of 
.'coienishing the investment account. .According to .Alain Ober. President Bongo was pieosea with 
how- Citibank manaucd Tendin Invesunenis and vvanica to rebuild the portfoiio to a ieve: simtiar to 
what it was poor to paying ofT existing debt. .As of Scniem'rer and arier the debt repayment, 
assets '-niier management i.AL'Nn for Tendin Investments were S32 million. .As of Apnl 30. 1997. 
its assets increased to S56 million. Tne increase :n the account is due to earnings on the .account and 
the adaittonal firnds deposited to replenish the account i S20 million). 


' OCC Evaluation 

WTat tbiiows is a discussion vd't)CC'i evaluation of the Bongo reiauenship. Dunng the fast u’oartcr 
of 19^” and ;n response ',o tr.e rRB > tinuirtcs. -'■c concuctcu an extensive review oi an uv}nuo 
rciatienshics, This ro'.uew inciuded ail current anu oast tiles certainmg to ihe .’biiowirg: 

0 £i Haii tJmar Bimuo -- .T-esident of rianon and P.nmar-' ri'lient 
0 Tendin Investments 

'5 iZa;;:-. Ooiico-.Sassou •• ’A.;e .>f •Vesiccr.c Bongo - N'on-'.Ticni .^eaou.'tthoido: 

-.) Pascaiine Bongo - Daughter «.>f :Vesiacni Bongo -- .\'on-CIicnc .Accountheiuer 

o , \li Ben Bongo - Son of President Bongo -- .N'on-Cient .Xccouncholder 

'.Vhui r'oilows IS a discussion of our Bio review and interview of .Alain Ober relating to the issues 
;dent:r'o-a above: 

, \Mi<j r>iL're noi/uft'^ :ti ihe /i/e riiti/ c.rruTu/i.v me uiurcc »i the inidci jtintis httyond alluding! 
U) nil i'.nd ridiidonsinp wuh the French oti companies. 

'A'e acree '.wih '.he PPB :.hat no iceuments exist :o -ieiaii t.be weakh source or riirure woaith 
exoectations. ‘Aruie this ‘•'•as .not an ;:cm that baria* w-ouidgenenaily collect in the eariy 1980's when 
CmbnrLV c.'iiered this relationship, prcser.i .KVC e.\pecai(ions strongly encourage banks to complete 

■h' wealth. Over the cast two years. Citibank private banking units have made good progress in 
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capmnng this infoimation on all new clients and have embarked on a plan to update ail existing 
accounihoiders. 

^ir. Ober states that President Bongo does not provide sutiicient mibrmation to ider.tiiy ue source 
of wealth except to say it is trom his position as Head of State and revenues irom oil businesses. 
However, as a proxy for source of wealth. Citibank - Pans pertbrmed an analysis of Gabon's last 
published budget (1995) and round ihat President Bongo had approxunateiy SI 1 Iraiilion. or S.5% 
or'±e roiol 1995 budget or Gabon, at his disposal. U is the understanaing of bank management that 
these funds are available to the Presidency, without limitation. According to Mr. Ober. President 
Bonso has substantial oil interests m Gabon and other African coumnes. When combined, these 
factors serve as support for the source or lendin investments funds. With the exception or the 
tiansactioas that paid otf existing debt and repienisned the account, g.rowth m the account has come 
from investment earnings on the Tendin assets. 

Issue: S'ir Ober (oid ihe FRB mier^ie'.vss ofPresidem Bon%o having a courier pick up 

suilcases full of cash from (he or. companies 


In determinine cash transactions through Citibank. NA. •xe reviewed the hies or President Bongo 
and each aonclient accounthoider te.g.. wite. daughter, .ind ■‘*ont. ()ur :c’-'iew revealed man> 

' .transacriens. r.'picaily cash-outs, m excess of SIO thousand made on benaif of each accomuhoider. 
Only nvoGeposits included cosh m excess or SIO mousaito. . .:c;;e .:er<'s:f.s '-ver'e mr ^ ;b0 'housanc 
each, one made on behait or his daughter and one on behair or nis witc. Mr. Ober statcu that the 
source of these funds was the remaining portion or a i 1 .o muuon wire transfer converted into cash 
for the President and his entourage's use during -he cOth xnniversar;-' or the Cnited Nations ( UNI). 
One miilion dollars came :rom the President s persona! accour.t. and 'S6i;0 thousand came from the 
Gabonese Treasur}'. 


Duriniz an interview. Mr. Ober told us that Prcsicont Biingo always' nays cash when '-'isiting ^he [,S. 
Durina the L*N visit. President Bongo and hts entourage toox ;wo fui! iloors at :ne Plaza Hotel in 
NYC. .Vtr. Ober discussed other currency ;ransac::i)ns ;cr :nc President.' tarn; ly members and 
rersonai assistants. These transactions can be supcorcu "'usca 'a tne estimated i o[ the .innuai 
.national budget received by the Pre.siden(. Copies ot related (. ; Rs were :n the .ties. 

Issue: in October !996, Prcside/u Boruso apenea unoiher uccour.i '.wr/c.u :s 'Uiccotieu u: collet: 

paumenis from >\is reiaiuiiiMup or ^ampafue.'.. 

Based on a discussion w'uh Mr. Ober. -.vc learned tnac tnis account w-as t)pened 'xhe.". P-.csident 
Bonco ourchased oil interests m .Afnca. Mr. Samuel Dossou-.Acvoet. President Bongo s oil partner 
ar.d cersonai adviser, 'r.as ;u;! pi:wcr ,t aitc.mc; :cc ir.is _c.:c-ur.t. .weposu.j •■•.i 
recresent earnings from President Bongo .s ou mtorests ;n .'.tr.ca. 
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Conclusion: Based on our review of the information in all related files and interviews with Mr. Ober, 
we conclude that uhis relationship and related transactions do not meet the level of suspicion 
expected for filing a Suspicious Transaction Repon because of the following reasons: 

0 President Boneo receives 8.5% of Gabon's annual budget for the Presidency’s unrestncted use. 
In 1 995. that totaled Sill million. 

0 The large transactions related to Te.ndin invesunents account are reasonable based on the debt 
repayment through the liquidation of assets. The FRB confirmed the debt repayment during their 

review. 

0 The AUM of Tendin investments is reasonable based on President Boneo s budget allocation 
and oii interest. 

t) Mr. Ober is verv familiar with his client’s financial activities and understands the transactions 
after reviewine available facts, including the background and purpose ot the transactions. 

0 Based on the inter- iew with .Vlr. Ober. the transactions conducted through Citibank N'.A are the 
sort of transactions that the customer has histoncaily been making and arc normal for the Head 
of State of an .-Mncan countr-'. 


What the bank needs to do 


i ne oan.s neeus :o continue as c..c..s 


imrrcvc ;:s PBt; client rrcfiies. inciucing the need to 
A future wealth e.'izcctations. account monitonng. 


What the OCC needs to do 


Conduct a foiiow-up PBCj H'fC examir 
anu the -ct.-^6 FRB jxaminaticns. T 
rei jcionships and those clients '.vit.nout 
on -uiv i997. and conciuue no iatc; 
COfmpiiance ( Steve L.nuse;. -no Carr;- . 
surnor:. Fxaminer 'faden w-ti! n.mvide 


laiion to assess steps txken :n rcsponsc^to the lot: '"'b OCC 

riduciar-' relationships. Fnis o.xamination will eommence 
r thxn Auuust !4. Staffing will include n.vo OC 18- 
• lareuSi. ^.-ne i)C 1 S-i'iuueiar. < ilusr.' adeni. anc tiauciar;' 
staffing ana ieveis rerthe ricuctx^.' team. 
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Senate Permanent Subcommitle 
on Investigations 
3XHIBIT# ^2n. 


Banker; Ober Aiain 

QA Analyst: Leezenbaum Ralph 

Client Information: ~ 

Division: EMEA 

Department; EMEA 
Location: New York 

B.0?EM 

* t'rfMiirt 

Client Number: 966241 

First Name: 

a CREDIT 

Last Name: LTD. 

PC-2623N 

Entitle Number: 

96624101 First Name: 


Last Name; TENDiN INVESTMEI^S LTD. PC-2623N 


Client Type: Priority 

Marketing: 


Primary C'ient: • Yes O No 

Trust Client; # Yes O No 



Trust Location: 


Profile Requirement: Client 

Profile Type: Full 


AUM: 14.878,080 

Country: BAHAMAS 


Special Approvals: Public Figure 

MM Approval: O Yes O No 

• N/A 

Client SOW: Professional Occupation 

MRH ApprovahO Yes 0 No 

• N/A 

Addendum: • Yes O No 

IW Approval: 0 Yes 0 No 

• N/A 

Related Party 1 : TENDIN INVESTMENTS LTD 


Related Party 2: 



Belated Party 3: 



Related Party 4; 




Profile Dates: 

Initial 

Reminder/Management 


Review: Q7/22I57 

Alert Date: 


Initial Follow Up 

Pending 


Target Date: 

Past Due Data: 


Annual Review 

Client Window 


Date: 

Last Updated: 10/02/97 



JnmrPrbfjTe: 


Banker Score: 

QAO Score: Pass 

Reject Reasons: 

Score Date: 

Score Date: 07/22/97 

0 Incomplete IDS 

Q Incomplete Source of Wealth/Business Backgro 

Q Incomplete Sourceof Funds 

D incomplete Suitability 

, .. — _) — 

— 

'iCuTrent Prafilaf: J 


QAO Score: / Pass - Not Signed / 

Reject Reascrs; / 

Score Date; 05/20/98 

- G IncompleasiOS 

□ Incomplete Source of Wealth/Business Backgr: 

; G Incomplete Source of Funds 

Q Incomplete Suitability 


Deficiencies: 


Paga 1 


05/26/98 
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Ouafitv As s urance - KYC ScorecacH 


SOW Questions Answered for Cur^i Profile 

SUW Uuestions Required to Mss; Cur'snt Profile 


SOF Questions Answered for Current Profife 

SUP Questions Required to Meet Current Profile 

• 


Comments: Initial Review Gloria Huber 7/22/97 

Current Review covers all KYC elements 


Prior Review 1/23/98 

1) Need separate Partial Proffle of President 

2) SOW: Estimate of income from oil related ventures. Presidency, and CIE, 
STE Geant and SISAGl and RBA 

3) Value of Real Estate portfolio 

4) Verification: How do you know this? 

5) Put: 'CaB R^rts in client's fife." 

6) Relationship team? 

7) Sign-offs for Public Figure: Banker, ^pervlsor, GMM. and IC Head 

CURRENT REVIEW: 5/20/98 
Pass-Not Signed 


Created By: 
Created On: 

Last Modified By: 
Date Last Updated: 


Bernadette McKevirt/NA/CiTiCORP 
10/31/97 01:17:08 AM 
Ralph Leezenbaum/NA/ClTiCORP 
05/26/98 04:1 3;26 PM 


05/5S/3E 


Pag8 2 
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smcttx coHm&TM.~mr tor 
ctacus-^noK 

suicoMMjTus .MEMsesa A.vri rr,yF 


Banker: Ober Alain 

QA, Analyst; Leesenbaum Raiph 

dhnt information: 


Oh/isfon: £M£A 

Department; •. 5MEA 
tocaiJpn: New York 


D0G»^ 

ropeh 
C.SEK1S6 
a CREDIT 


Cliant Number; 985369 
Last Name: -am 
Entitle Number: 

Last Name: El Hadj Omar Bongo 
Client Type: Priority 
Primary Client: • Yes O No 
Profile Requirement: Cltar.t 
AUM: 

Special Approv/als; 

Client SOW: 

Addendum: 


,545,933 

Special Name Account 
Professional Occupation 
• Yes O No 


first Nama; 

38535901 Rrst Name: 

Marketing; 

Trust CRent: O Yes • No 
Profile Type: Full 
Ccontry; GABON 

MM Approval: C Yes O No • N/A 
MRH ApprovabO Yss O No • N/A 
iPH Approval; O Yes C No • N/A 


Related Party 1 ; 
Related Party 2: 
Related Party 3: 
Related Party 4: 


E! Had] Omar Bongo 


Pfd/ffi Dates: 

, - 

Initial 

Review: Q3/11/97 

Initial Follow Up 

Target Date: 02/23/98 

Annual Review 

Date: 

Remindsr/Management 

Alort Data: 

Pending 

Past Due Data: 

Client Window 

Last Updated; C3/06/97 

^nfttafP/afiJg: ~ - 

- -■ ■ ■ ■ 

Banker Score: 

QAO Score: Pass 

Relect Reasons; 

Score Daw: 

Score Date: 03/11/97 

I Q Incomplete lOS 
jo incomplete Source of Funds 

Q Incomplete Source of Waalth/Susiness Background f 
, D Incompfeta Suitability 1 

— f ^ 

\Curfwtt ProHi'a: '/ 


QAO Score: / Pass • Not Si^ 

y»d Score Date: 05/19/98 

Q fncompladaJO& 

Q Incomplete Source of Funds 

□ incomplete Source of Weaith/Business Background | 
0 Incomplete Suitability \ 

Defidencies; 


Pags 1 


QS/26/SS 
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Quaifiv Assurance - KYC Scorecard 


^CTUY 


jSOW Questions Answered for Current Profile 

SOW Questions Required to Meet Current Profile 


SOr Questions Answered for Current Profile 

SOF Questions Required to Meet Current Profile 


Comments; Initial Review; Gloria Huber 3/11 ^7 

Current Review covers all KYC elements 

Prior Review: Ralph Leezoobaum 1/23/98 

This Special Name Account, has it been cleared with 1C Head? 

1) For ai! accounts related to President Bongo need one good Partial Profile of 
President Bongo, 

2) Need Basie Information on Dossou as POA 

3) SOW: Have to explain more fully the SMM/year income. 

Does he receive income ort own oil trading as'wel! as through shares of £LF 
Gabon? Should break out income of: ELF Gabon shares, oil trading, 

FiBA (Bank), Other. 

4) Verification: how do you know this to be true? 

5) Need Financial Summary 

6} Change domicile to Gabon by putting in Gabon Address/ phone number 

7) Put "Call Reports on file." in Call Log. 

8) Banker Team? 

9J Sign-offs Banker, Supervisor, GMM, IC Head? 

CURRENT REVIEW: 5/19/93 
Pass-Not Signed 


Created By: 
Created On: 

Last Modified By: 
Date Last Updated: 


Bernadette McKevitt/NA/ClTlCORP 
10/31/97 01:27:03 AM 
Ralph Leezenbaunr/NA/CITICORP 
05/28/93 04:19:54 PM 


05/26/98 


Paga 2 


■Xi003415 
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Salim Raza 


From; 

Sent: 

To: 

Subject: 


Christopher L Rogers 
06 November 1998 10;57 
Salim Raza 
TENDIN 


We ought to ensure that wa face this issue and fts possbie impilcatlons . 

with our eyes wide open. 

Whatever inrernaJ ccnsidarations we satisfy, the marfceting fallout is liteJy 

CO be ssrious. 

You may find tha foUowIng considaraljona of some use If you are aWe to 

speak to Ahium today at 1 o:oo a.m. London time. 

1 . Both Muwaffsk and Nuhad are alraady bayand Gabon. They «ill not be 
arourrd lo pick up the pieces. 

2 At the end of the day, Sam gets hia trarchins ordora ftOT 'Jeh'iln- « 
the latter io aratbbed, Sam will not fbk being bruised in the fallout. 

3. Tondln has been vitally instrumental in 

the years. The latter haa baan a mattor of P"™onaJ 

Tenc^n got the franchise barde on Its feet after the Maaumdar f 

nadir, through peraonal inta/vention, Sam helped the ''' 

over the last two years to obtain a more reaaonabio and fighfltd share 

of public sector deprssita. with Tendin's blessing. The prab^lity 

of this support being reversed indefinitely should be weighed setteusly. 

A We should hear in mind that tha Tondln relahonahip is deeply anchored 
In a OTJat As such, it is a very potsonal m^or invdving ol 
his famliy, vis-e-vis which he cannot afford to lose face, ^re le 
likely to magnify his reaction, with a further blow to our eredibiilty 
as a Private Bank. 

S. Tendin and Mandela are the foremast AWcan leaders may 

are frlorrds Tendin'a poaiTion In Francophe'^e Afnca. rndi^lnfl 

SiaolcIspreemlnorTt Aimoughwa can't measure how ter tM negall e 

vibaa couW go. there Is no doubt that they will spread and that wtH 
induda France. Tendin's family and fnanda aatand ter. 

S. The fallout from Ter»din will coin^ wWi tha 
the two will magnify each other. The impad f " 

Franoophcno Africa -III be aenoua. Beyond whether 

legitimate grounda for corK^m .n mwy P^Pjf ® 

Citibank was abandoning this part of the Oontinem. 



STRICILY COMnDENTIAL - NOT FOR 
e&oju.'noN 

StBOOMMrrm MEMBERS AND STOT 

am 


Regards 

Chris 


X007d45 
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Salim Raza 


From: 

Sent: 

To: 

Cc; 

Sub|Bct; 


Chrlstophar L, Ragefs 
24 Dccambef 19S8 12:08 
Sah'm Raza 

Alain Oben Muwaffak Bibi 
Tend*n investments, lAi. 


STitlCIIY CO^eDENITAL - NOT FOR 

circola:iion 

SUBCOMMnm MEMBERS AND STAFF 
ONLY 


Atain and { have obviously given considerable indoodua! thought to 
this issue, and discussed ii at length tagether. We have also both 
spoiten to Rofand Jacquard, and Fnarweis Harva has been conauJled- 

It is pessSsJe that thtoush cajr joint efforts, we could endue© Tendm 
to maintain a completaJy iranaparant iHiofionship, with respaotlo ail 
InvasitTiant anti account actiwi^, I.e, sources, uses and performance. 

We cart discuas later why We feel this way but we believe, for several 
good reasons, that fh« proposal would appeal to him. 

The idea of setting new target and accaptanea erttaria for top public 
flguras who are whisffe-ctean and agraa to total trahaparance irt 
ecchangs for the prlvlie^ of banidng vvjth us might be compeJling lo 
Shaukzrt and othens. We would be adapting to lha timas ir«tsad of 
jetiisonmg quality assets because we have not adjuatad the fft In 
extremis, we enuki damonstreta to anyone thatourcustonMarSs not 
bleeding a poor country baeausa all balances and sources of funds 
would have been vetted by Us at the so'Urcs. In affect our 'public" 
ftflUra waives all "sovereign immunity’ and agnsoa ta be managed nk» a 
private one. 

Let's discuss In first weak Jan. 


Regards 


Chris 


Forward Header , 

Subject Tond’n investments, Ltd. 

Author. Atain Ober at 20USNYC 

Oats: 21/12/1996 4:48 PM 


Lh« TTiUsday {12/1 73, 1 received the Impromptu visit trf Mr. Shaukat Aziz who 
Was eoaempaftied by £d Montefo, Head of Western Hemwphara in NY. Mr. Aziz was 
rn^ng the “Saaaon'e Qraatlngs* founds. In my otftcs. Ed Montem asksd ms 
about our Gabonese client I told them about his recent reelection, I told 
Mr. Aziz that 1 understood that the Sank wans to terminate tho reiatianship. 

We diaeiimsed briefly the situation and Mr. Azte asked me » come and sea him 
rnld-Januaty to conflnue the dtBcuesian at more length. I would be very 
grateful If we could discuss this shuaflon prior to my meeting. 

Best ragards. 

Alain 


K007048 
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Salim Baza 

From; 

Sent: 

To: 

Ce: 

Sub|ectr 


Christopher L. Rogers 
15 January 1999 
^jum 7L Iqbal 

Nuhad Sadlba; SaGm Raza; Alain Ober 
TENDIN 


STRICTLY CONnDHmL - NOT FOR 
aaCDLATION 

SUBCOMMrrmj MEMBERS STAFF 

GtfLY 


i think we now have the necessary backsroiSKl httotnation and ifitemai 
consensus w articulate our termination stratagy agakw rhts name and 
tp impiemenf it progreasiveJy- 

i think WB Bhouid keep it short and stfaiflhtforward. 

1 . I have asked a confidant of the President and a good customer ef 
the PBQ, who operates equity among Gabon, Franc* and the US. to 
warn ma President about the changed envirormwif of irttemationHi 
finance and the grestiy heightened sensWv^ of Private Banking, 
especially in the US. and espeeiatly vis-ik'Via senior public 
figures. This has bash done In parson eary this year, in 
Ubrevllie. The Praaidant has bean told to expect significant 
(Mangas, which we would eaplain to Wm in porson fwd month, and 
which krauld be in hie awn best inlerasa 


2. Ws are going to tell the Prewfent that. »n onierw 

rmrnedlare pressure otJ his case, he must reduce h'o global 
outstandings with US by 20 >25 pet {SIS - £0 MM) by March 31st. 
1993, 


3. There are strong signs of a US-Gabonose rapprodwrmrt unsferway, 
which will cijJminBre in an offlolai state visit to Waahington in 
Aprii. For ttiMS reason, we prefer net to torminato the 
raiatlonshSp in one go before tliat Mm®, bacausa of tha ifek that 
it will be misunderstood and ceuid lead lo precisely sort of 
publ!«ty in the US Which w® wish to avoid at ait costs. In 
addition, wo rnigfrt welf aeiae the occasion in New York or 
Washlngter of further underlining the dowrwido* of maintaining a 
relatlonaNp in the current contaact. We could parade out a sentar 
manner or compliance expert. The PresIderTt Is Impressed by 
"experrs*. 


A. By tha end of the second quarter, we can envisage reduesng 
outBtendings by a further 20 - 25%, with the ranvnder to follow by 
Saptembef 30th, in one sum or In two successive quaiteriy 
instalments. 


5 ; We agree with Nuhad that there is no need fof ovarWII or for 
risking the sueoasa of the above strategy by Inaictlrio on 
cteaing h« personal convenience account in Ubnsville. Tne 
laner Is a matter of person*] pride and standing for him and the 
least important consWeration In our game plan. 


I r*main at your dlopcwal w discuss ihfe matter tunhor If necessaty. 

Regards 

Chris 


X007043 
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Salim Raza 


STRICTLY CONnOHOTAL - NOT FOR 
ORCUIATION 

SUSCQMMnTEE MEMBERS AND glAFF 


From: 

To; 

Cc: 

subieet; 


Eric Swat33 

01 February 1999 08:00 

Christopher U Rogers 

Alain Ohef, Selim Rara 

RE: TENDIN - USD 36 MM FGP W LONDON 


Th^lts for keepfog us Infarmod. When you have the auttwrizaiion, go fofough *b norma! channels. Unfll then, we will 
comrnue to manage the account as fully inwesied. 


Eric 


—•Original Maamo*" 

Ffesm: ROflors. Cniiaophai’ C 

e«nt; 01 f'labruB'y 1 9S9 07;55 

To; Swats. Eric 

Ce; Obar, Atain; Rsaa. SeXm 

sablBcc TENomi - uso aa mu fqp in London 


In the strategic Inlensist of this eustamer and for Intemat policy 
masons, Alain Obar (PAM - NY! and | (GMM Africa) will be saeing 
nSiertl In rmd*F«*niaiy and rscaWng hta eonfrnnaflon tc ofsinvest USD 
12 MM of tfws abows ponfotfo artd to transfer it out of the Bank. 

I wanted to fllv® you advance notice of this irwaotlon and to provide 
any help that might be necessary to carry it out. 

Please confirm phone (27-1 i-3AS-8O0a« or cm. 

Regards 

Chris 


X007051 
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SafimRa^ 


STRICTLY CO^ffmS^r^AL - NOT FOR 
CSCUlA'nON 

SXBCQMMnTEE MEMBERS AND m?F 

am- 


From: 

Sent: 

To: 

Subject: 


Chris Rogers 
01 Mardll 953 10:22 
Salim Rs2a: AnJumZ- Iqbal 
TENDIN DISENGAGEMENT 


I saw the BO twice In Paris on February 2Sth. Ha underslood our 
rancsm and took ft waH. I haw* spoken to Nuh»d and toW Nm I eloni 
' see any negative consequences ter our Qaboneso Imnchfce. "niere will 
be an inifial ouifiow of USD IS MM tW* mon^ in line with our 
stratsfly outlined In my January iSSi moBsage. 

Regards 

Chris 


mmsz 
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Transaction Monitoring l 


To : S'noirorn Bah 


CmBAN<& 

THE CmSANK PRIVATE BANK - London 


STRICTLY CONFIDErmAL - NOT FOR 
CtRCULATtON 

SUBCOMMTTTEE MEMBERS ANt) STAFF 
ONLY 


Transaction Monitoring Unit, Griffin House 

i4-Tl-N JUNE 1999 

^ 0 i (o 0 5 nie 1 T^ndir' 


O ! tQ O Account lltie t 
Transaction Monitoring for the month of 


The attached report of consolidated monthly activity for the captioned UBN shows a variance to the existing 
transaction profile as follows : 


D Total VOLUME of incoming items was 

O Total VOLUME of oui^o/ni’ items was 

O Total VALUE of incoming items vras USD 

S^atal VALUE of outgoing items was USD j ^ 

Private Bankers comments / explanation : 

Acccct.’.tl (..j 6a«v? rtci^<~ CLP 


vereas the {wofile of 

_ versus the profile of 

versus the profile of USD 

versus the profile of USD , C)“5Q 





J 

Sraron 0aW 

Pjasieeni Vico PtosxJent 

Date : ^ > 

: C /"/7 


phot came and sige 

ivl\ 


Dale : lT 

/ 6 

print oame and sign / 

Q updated Transaction Profile is att 

\ 


CX^ . 


Transaction Monitoring Unit 


O Transaction Profife updated 
D-dEtception reviewed and explanation accepted 




Donna Adams 
Resident Vice Presid^t 


After completion, Private Banker to return form to j Transaction Monitoring Unit/Griffin House 

xlWfJsi 




583 


El HadJ Omar BONGO 
pRasfDSNT Da u R£puauauE 
CABONAISE 
S. P. 546 

L 13 RfiVli.l.e 


ONION — TBAVAir. — JUSTtca 


Llbnvllla, /• 27 juillcC 1999 


A Monsieur le Dlrecteur G 4 tt 6 ral — 

THE CITIBANK PRIVATE BANK ^ ’ 
17-19 Avenue MONTAIGNE 
7SOOB- Paris 


Motisiotir le Dircaeuf G^niral, 

aUBANK. 

j _jTr..^..r n« iAurais admottre pour ua anciea ciieat dc votro loatimtlon, 

Compte tonu de oet affront <?uo £j^ consiqueocft, vous voudioz bien 

V,. « — - •.— ■• 

niMasairesqu’ilJugonmUM. 

D=u.a i= voaa prla d'a*r^cr. Monai.url. D««»u/o airaU aalutatioa, diadngudca. 


STEICn-Y CONHOHOTAl - NOT fOR 
MEMBERS AND SBI? 

ONLY 


CS002150 
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Qtanzmann, Walter 

From: 

Sant: 

Ta*. 

Cci 

Subject: 


yiHcnv cowroEmM- - ™ 

^Stemembessandseot 

ONLY -ji 


Hogefs, Chris 

13 Augu 3 t, 1 S 99 4:33 PM 

HHI, Dama; Mmaman, Jan: Lshiff. Thomaa; Obar, Alain: flaza. 
Salim;* Sallba, Muhad; Qtanzmarm, Waltar 
T9ncilnA.a0r.tine Diaangaflement 


Michouc ffiakinff a aajoc incldonc, 1 would ^cicijaCj 
«f,4n/T Miiafekar tJSO 15MM craiaaSar chle yaar (liOndon. S “.3 FQP uot 8. 
Flxad lucaiMiJ , bharaby iaavlng only clia s.v. porcion (516 . 4 sqij eo 
disposed off wtchin. S monche . 


2 

b« 


Rag&rds 

Chs-la 


Otifflnal meeeage 
From: flruee HogacOh-Jonaa 

Sent: August ITch, 1999 

-To: rranoola Ogier Q'lvry, 


c - 4 - Pranccie Harvd, 

Jen, Huimtian, Thomaa LahiCff, Alain Ob*r, 
jluhad Saliba 


Daina Kill. 

Salim Aasa, 


Subjacc; Tendin/l.aontirut DtaengageinaiiC 


TiianJcyou ffor tdia update. Gan you give your eeclmaca whto the wtole off 

La SlMCas of all aooouno will bava f° '5*' ^ 

aoaounBs of obis S.O. and tha aaaociacad aooamiOa acbadulad for 
/•li^aiiTra can actxially b« cerminaced? 


aruce Hogarth-Jooea 

98 G-SMEA Head of IJegal and C&C 

Phones *44 171 508 8437 



--—-Original Keeeage—- -* 

Front Chxia Rogem 

Ta”*^' Bruce Hogarch-Jonaa t Thomaa Lahifffff Daina Sill; 

Alain Ober; Nuhad Baliba; Prancoia Kerve; Francoia-Ogier 0 ivryr Jen 

Huiaman 

Suhlecc; TEMOXN/LBONTIKS DrSBNGAGEJfflWT 


1. TSSJDIN 

Z have pouched Alain today with Tendin'* approval to transfer 
another USD 13 oillion from the FGP in London CO a Swiae 

bank. 

2 . LBONTINB 

Paris hold inacructiona to craneCer the Leontlne portfolio 
(FF4CWM1 to a bank in Paris, and the S.O. auggeaced (and I 
agreed) that his peraonai account (FFI-Shk) be tranafferred 


CS002I56 
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STRICTLY CONHDEtraAL - NOT f OR 
MEMBERS AND 

ONLY 


Regards 

Chris 


CS002157 
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STRICTLY CONFIDENTIAL - NOT K3'& 

' 7 ^ 


Glanzmann, Walter 


From: Laajongard, Alain 

Sant: 31 August, 19S9 1:43 PM 

To: QIanzmann. Wattar 

Sub]ect: FW: Public Figures : Q.B. and Leonilna 


- — OrffllrvaJ — 

Pratn; Franoo^ Harwa 

Sant: 20 August 1089 11:tt 

To: Cnris Pogsfs; Aisin OStf 

Cc; Brues Hogatt^ooBs; Ataki (jssjonsard; Csthafkia Macsiwvla: Hsrs-Pstsr B««cni«r; Colin Wooicxsak 

Subjecn; PuWla Wgurss ; 0,a. and i.»omlna 

B/O’s nephew and PoA on b<^ of the above accouma was here this 
morning to remit inatruoitona to liquidate the portfolio and trahafer 
proceeds of both accounts to CCF Paris far onwards trans^to the 
banK he manages. We are executing immediately. Maybe some delay to 
dear out the Qlobat Nature^ Rasouices position 

Sriefly discussed the rationale of our P.F. policy and told him to 
discuss with botii of you the next steps for accounts held elsewhere In 
the bank. 

individual is very open and understanding. Attended coiiege in 
Washington O.C. and had a spefl with Clti In NY as a trainee. 

Regards, 

Francole 



CS002158 
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! 


Bongo 

$ MM 






Outflows 

15.0 FGP 

15.0 

7.0 Laontina 

15.8 FQP/Equltlos 

London 
London 
- Paris 
London 

My 89 
August 
August 

done 

this month 
this month 
by yaar-and 


" //=. — ■ 


52.8 7S% tlona 

16.4 ramalning 

Naw York 


wofitiffg on' 

H<^roC 

^T'OCS 

Total” 

69.2 • ' 

. - 







jnacn-Y coNHDEKnM. - iwr 

^g&EMEMBBSANDSI.® 

am 


CS002149 
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Senate Permanent Subcommittee 
on Investigations 
EXHIBIT # 3 2p _. 


99-7539 


FRANCE 


Brief History and Current Status of the French Investigation of the Elf Money Laundering Scheme 


Discovery of the Elf-Biderman Fraud Scheme— Role of Former Elf Executives 

On August 18, 1994, the Paris public prosecutor's office opened a formal judicial investigation 
following the receipt of a report drafted by the Commission des operations de bourse (COB) concerning 
the ties between the oil giant Elf Acquitaine and the ailing textile group Bidennan. ‘ 

The COB is an independent administrative authority responsible for ensuring the protection of 
investors in securities and other types of publicly offered investments, overseemg the information supplied 
CO investors, and overseeing and ensuring the proper fimctioning of the French stock exchanges. In its 
report, the COB had denounced loans and investments up to 800 million Francs (approximately US$157 
million) via offshore accounts by Elf to Bidennan between 1989 and 1993. 

Mrs, Eva Joly , an investigating judge who specializes in financial cases and who has a reputation 
as one of the toughest anti-corruption magistrates, was assigned to the case. No particular suspect was 
named in the original riquisitiord from the prosecutor {inforrmnon centre X.), and the offenses described 
in the prosecutor requisition included misuse of corporate funds, receiving and concealing stolen goods, 
and publishing false accounts. 

In April 1995, Phillipe Jaffre, Elf chairman since 1994, joined the investigation as a civil party 
on behalf of Elf, which had been privatized. Elf wanted to be a party to the slate’s case to have access 
to the legal information and thus defend the company’s interests.^ 

By the beginning of July 1996, eight people had been placed under formal investigation by Mrs. 
Joly, with some of them on preventive detention to avoid the manipulation of evidence. They included 
Maurice Bidennan. head of the Biderman group. Loik Le Floch-Pringent, Elf chairman from 1989 to 
1993 , together with his former wife Fatima Belaid, Andr6 Tarallo, the head of Elf Gabon and Elf Congo, 
and the two heads of CIPH {Compagnie de participation et d'investissements) , a Luxembourg registered 
holding company controlled by Elf Gabon.* Mrs. Joly had been placed under 24-hour police protection 
in June 1996, after receiving death threats. 


' Pierre Angel Gay, Enquete sur U groupt Biderman. Le.Monde. Apr. 8. 1995. & Maurice BUUrman a ilS placi en dicemion 
provisoire. LE Monde, May 27, 1996. via LEXIS/Nexis. 

■ An investigating jutjge Cannot inici&Ce an inquiry wilpss so lequested by the public prosecutor, the vitum, or the victim s family 
in the case of the viedm's death. The request ismed by the piuJecutor is called rfquIsUion. 

’ Le Juge £va Joly relance i'emfuete sur I'pffoire Biderman, LE MOndE . Mar. 27. 1976. vja Lexis/Nexis. 

“ Le POGtfEi/CWifJn ffur e/i dxemen, LB MONDE. July S. 1996. viaLEJUS/NEXis. 
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Law library of congress - 2 

Al that time, her probe had also widened to include illicit real estate investments by Elf executives 
in the amount of 900 million francs (S150 miUion) whidi had occurred between 1991 and 1993 and may 
have resulted in the payments of 147 million francs ($25 million) in commissions through Elf Gabon 
Luxembourg subsidiary CIPH to unknown intennediaries/ On February 14, 1996, the Paris prosecutor’s 
office had issued an additional requisition authorizing the judge to proceed on this new matter/ 

Mrs Joly also looked into alleged commissions made in two oil operations said to have involved 
several million francs and concerning the Spanish refiner Ertoil and the US oil group Occidental 
Petroleum, whose North Sea operation Elf acquired in 1991. Nathan Meyohas. a businessman of Turkish 
origin, was to be paid a 75 million franc (S13 million) commission via Claude Richard, the allomey for 
the Bidennan group, to intervene on behalf of Elf in the deal with Occidental Petroleum. Richard is said 
to be hiding in Israel and is wanted on an international warrant. Several million francs may have also 
been paid to an Iraqi businessman, Nadhmi Auchi, who is close to Saddam Hussein, in the purchase of 
Ertoil.’ In addition, the judge had identified another key player in the Elf scandal, Switzerland-based 
Alfred Sirven. former Director of Elf and personal advisor of Le Flock Pringent. 

Implication of the President of Gabon 

In April 1997, the probe into commissions and payoffs saw a new development, when former Elf 
Director Andre Guelfi, after spending five weeks in preventive detention, revealed that in connection with 
Elfs lobbying activities in Venezuela, a sum of 55 million francs ($10 million) was divided between Andre 
Tarallo, the president of Elf Gabon, and Alfred Sirven. The funds received by Mr. TaraUo were deposited 
in a Swiss account named "Colette," his wife’s name. Mr. Guelfi claimed that Mr. Tarallo used $2.5 
million to pay off the President of Gabon, Omar Bongo. This revelation infuriated President Bongo, who 
was already very angry that the Swiss Judicial authority, at the request of Judge Joly, had frozen the 
account of the Kourtas investment company in the British Virgin Islands. * 

The Kourtas con^any account had been opened in May 1993 by Mr. Samuel Dossou, President 
Bongo's special adviser. At the beginning of 1997, the account showed a balance of only a few dtousand 
francs, while it had shown balances of 15 millioD dollars in 1993, 303 million Swiss francs in 1994, and 
71 million French francs in 1995. President Bongo sent an affidavit to Judge Joly on March 19, 1997. 
stating that the funds In the account were the property of the Gabon Presidency. He appealed the decision 
of the Swiss authorities to freeze the account, claiming diplomatic immunity. The Geneva accusation 
chamber rejected his appeal on July 3. 1997. The General Prosecutor called President Bongo "the head 
of an association of criminals" during the June 17, 1997 hearing of the accusation chamber. The 
investigation has shown that funds for the Biderman group transited through the Kourtas account. It is 
reported that Oraaj Bongo placed a long call to French President Chirac to protest the actions of Judge 


’ Btf Ac^uitaine aurah ennstUui uric caisse n«ife av Luieoibourg, LBMoNoe, June 14. J996, & Brich Incyan. Menace, lejuse 
Eva Jofy a iU ptaci sous proitarion pnUeiirg, Lb Moyfos, June 20. 1996. via LEXJS/NEXiS. 

‘ H«rv6 GaocBno. Vn weitn dirlgeam tlu groupe E(f ptaci en tUuntion provisairt, LB MONDE, June 1, 1996 , viii LEXIS/NDjCIS- 

’ Saupcans sue deux opiraiions pitraHires, Le Monde. June 14, 1996, vi* LexcjNexis. 

* Selon Omar Bonga. I'uffaire tie concerne pas t'etorgabonais. Le Monde, A|w^. 3. 1997. Omar Bongo pnurrait itre mU en 
cuise dans f affaire Etf. Lb Monde, Apr, 8 1997. &, Hctv6 Oaxasoo. La juxlice Mvistque refuse de lever la saisie d'un campre banaure du 
prisidev sabojuds. L£ Monde, Aug. 6. 1997, via Lexis/Nexis. 
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Joly and threatened to end the privileged position of the Frendi oil companies in his country. 

The German Side of the Elf Probe 

In April and September 1997, the public prosecutor’s office allowed Mrs. Joly to investigate the 
payment of two other alleged commissions, one of 256 million francs ($43 million) paid by Elf in 
connection with a project to construct a refinery at Leuna, near Leipzig, Germany, and the other of 
approximately 50 million, for the acquisition of the Minol service station chain. The payments were made 
through a Swiss bank account held by Noblepac, a company registered in Liechtenstein and managed by 
Andre Guelfi. The French press reported that some of the commission may have been paid to Chancellor 
Helmut Kohl’s Christian Democratic Union party.* A few days ago. te Monde reported that the 
commission of 256 million francs was shared by Pierre Lethier (an ex-member from the Direction G6ndrale 
de la S6curic6 Exterieure, State Security Directorate), the German businessman Dieter Holzer, 
(correspondant from the German secret service), and Andre Golf, former Elf director. 

A second French investigating judge, Laurence Vichnievsky, was appointed at the request of 
Mrs. Joly in May 1997. Mrs. Joly also had to oversee the investigation into the theft of a sealed crate of 
documents relating to the investigation, which occurred during the weekend of April 19-20, 1997, at the 
French fraud squad headquarters in Paris. The computers of the investigators working on the case had 
also been tempered with." Much speculations as m who committed the theft, including the possibility that 
the German secret service was involved, appeared in the French press. 

Implication of the President of the Constitutional Council 

On November 4. 1997, a new front was opened, when the public prosecutor’s office set in motion 
a foiroal investigation into the employment by Elf of Christine Devlers-Joncour. an intimate friend of 
Roland Dumas, former Foreign Minister and President of the Constitutional Council. The case was again 
assigned to Mrs. Joly and her colleague Laurence Vichnievsky. The judges found that Mrs. Deviers- 
Joncour had received 59 million Francs ($10 million) from former Elf Director General Alfred Sirven to 
convince Dumas to reverse his opposition to the sale of six French Frigates to Taiwan by the French 
Company Thomson-CSF. Mr. Dumas had originally opposed the sale on the grounds that it would damage 
France’s relations with China. 

At present, Mr. Dumas, who has temporarily stepped down from the Constitutional Council, has 
been put under formal investigation on suspicion of con^licity and possession of misappropriated corporate 
funds, The judges are trying to establish whether and to what extent he has received funds either directly 
from Elf or from Ms. Deviers-Joncour. 

Judicial Cooperation with the Swiss Judicial Authorities 


’ Ls pofguei auiorise let juges dt I'efffaire Btf a eagitdief sur la piste ailemande. Ls Monde, Sept S3, 1997, via LEXlS/NCXfS. 
Hsrv6 Cartegno, I'ombir tics services seertu piuie sur le voler de riffeife BJf, LE MONDE, Sspi 22. 1999, a^aiiaWe in 

Lexjs/Nexis. 

“ Lt parquet ou\re mu in/ormuion jtuSiciaire apris la disparition. d la PJ. de docainents sur I’qffalrs Elf. LeMdkdk, Apr. 23. 
J097, via LE'CIS/NeXIS. 
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The two French judges have been working actively with their Swiss counterpart Jean Paul 
Perraudin. Since October 1996, he has received approximately 30 to 40 letters rogatory (commissions 
rogatoires) from them.*^ He has frozen the account of Christine Deviers-Joncour in tlie Bahamas. He is 
said to have turned over a list of 200 Swiss accounts to the French magistrates. These accounts are 
believed to hold around 3.5 billion francs (S615 million) of illicit money acquired between 1989 and 1993. 
This sum covers payments of commissions and bribes to several former Elf executives and various go- 
betweens such as Jeffrey Steiner, a New York busine^ man, who was placed under formal investigation 
in May 1998 by Judge Joly for his role in the purchase by Elf of the US company Marathon These 
accounts were managed by Alfred Sirven, the former Elf Director who disappeared in 1997. He is under 
an international arrest warrant, and in March 1999. both French judges went to South Africa, where he 
is supposed to have fled with the help of Pierre Lethier. 

In addition to his assistance to the French Judicial authorities, Perraudin oversees a formal judicial 
investigation on money laundering opened by the Swiss authorities in September 1997. His irujuiries 
seem to have identified two different banking networks, oi^ around Mr. Sirven and the other around Mr. 
Tarallo,'^ 

Judge Perraudin is also investigating two Elf subsidiaries located in Switzerland, Sofmeg and Eif- 
Aquitainc International (EAI), which were respectively presided over by Mr. Tarallo and Mr. Sirven, 
Created in 1992, Sofineg was the subject of an investigation by the Cout des comptes (French national 
audit court). The investigation showed that 85 million francs, the whereabouts of which could not be 
identified, had been taken out of the company. In addition, 68 million francs in personnel expenses were 
reported, while the company could not provide the list of employees involved. EAI was created in the 
1980s to facilitate the payment of the foreign employees of Elf. but instead was allegedly used under the 
direction of Mr. Sirven to finance ihe pro-Mitterrand magazine Glode-Hebdo, to finance the campaign of 
Mr, Roland Dumas, and to pay Christine Deviers-Joncour and political figures.*^ 

Judge Perraudin is said to be further investigating the German facet of the case. On September 
13, 1999, he issued an international arrest warrant for Andr6 Guelfi, former Elf Director. Guelfi had put 
his Liechtenstein-based company, Noblepac. at Elf ‘s disposal for the transfer of secret commissions paid 
out in the Leuna-Minol acquisitions. Mr. Guelfi presently resides in Malta. He is wanted for 
embezzlement and money laundering. 


” Hervi Ganegno, A Cen&ve, un juge et dnux dossiers. L£ Monde. May 19, 1999. via Lsxis/NexiS. 

Herv6 Ganegno. L'etkjuere suisse sur I'affuire Elf accuse le clan Le Flock-PringerU , LE MoSiJB. May 19, 1999. via 

Lexwnexis. 

Supra, note 12. 

M. 

“ Affaire Blf: un mandol d’arrit iniernational consre Andrf Gue^. LeMonde, Sept 17, 1999. via LextS/Ntixis. 
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Secrecy of the French Investigation 

In theory, ah stages of the judge's investigation are closed to the public.''' Only the prosecution 
and the attorneys for the person(s) under investigation and the victims have liberal access to the file. The 
rule of secrecy is designed to protect the reputation of the persons investigated, should no trial proceedings 
be ordered at the end of the inquiry, or alternatively to insure a fair trial by preventing potential jurors 
from receiving prior knowledge of the ease. However, this purpose is often frusirared by the fact that the 
prohibition on divulging information does not apply to the persons investigated, the victims, or any of the 
witnesses, and "leaks" to the press often occur in major cases. 

As a result of the secrecy rule, the requisitions of the Paris prosecutor and the letters rogatory 
sent ro the Swiss judge may be obtained only by a third country from France under an applicable treaty 
on mutual assistance in criminal rnatters. 


Prepared by Nicole Acwill 
Senior Legal Specialist 
Western Law Division 
Law Library of Congress 
October 1999 


" CODR DE Procedure Penrce. art. 1 1 . 
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Relations Between France and Gabon Worsened aver the Elf Affair. Aaing upon a Letter Rogatory Issued 
by Judge Eva Joly, a Geneva Judge Ordered the Sequester of a Swiss Bank Account Which Allegedly 
Contains Funds Belonging to Gabon. On March IS, a Furious President Bongo Wrote to Jacques Chirac 
to Relay His Concerns, Le Monde, April 2, 1997, via LEXIS/NEXIS. 

Highlights: 

Acting upon an international letter rogatory issued on October 3, 1996, by Judge Eva Joly, who 
is in charge of the Elf affair investigation, the Geneva investigating judge, Paul Perraudin, ordered the 
sequester of a bank account opened at the Canadian Imperial Bank of Commerce in Geneva in the name 
of the Kourtas corporation. This corporation may be sheltering funds belonging to the Gabonese state, or 
indeed even to president Omar Bongo himself. On March 18, nine days after notification to President 
Bongo of the sequester, the Gabonese ambassador to France went to the Elysde Palace to remit a letter in 
which die Gabonese President expressed his concerns as to the turn taken by Mrs. Joly’s investigation. 
At the heart of this inquest are the close, strange relations existing between the Gabonese Republic, Elf 
Gabon, and Maurice Bidermann. 


article: 

President Omar Bongo is angry. Really angry. Thursday, March 27, his Swiss attorney informed 
him that a Geneva judge had ordered the sequester of a bank account opened at the Canadian Imperial Bank 
of Commerce (CIBC) in Geneva in the name of a company called Kourtas . Registered in the British Virgin 
Islands, the Kourtas company is in reality a fiduciary society which may be sheltering the funds of the 
Republic of Gabon, indeed even of die head of the country. This is why the protective measure taken by 
Judge Paul Perraudin, following the intemational letter rogatory issued on April 3, 1996, by his Parisian 
counterpart Eva Joiy, was considered in Libreville to be a real intrusion into the interior affairs of Gabon, 
justifying the fears experienced and e.xpressed for almost a year by the members of President Bongo s 
entourage as the investigation proceeded. 

Mrs. Joly has rarely witnessed thediscreet tension between Libreville and Paris, tension of which 
she is indirectly the cause. On March 18,attheendoftheaftemoon, the Gabonese ambassador to France, 
Honorine Dossou-Naki, took a letter to the Elys& Palace addressed by Omar Bongo to Jacques Chirac, 
in which the Gabonese President expressed his concern regarding the expansion of the judicial investigation 
towards his country. The letter was given to the Elysde Secretary General, Dominique de Villepsn. The 
same day, the powerful Mr. Africa of the Elf group, Andrd iarailo, friend and confident of several 
African heads of state, flew to Lihreviiie at the request of Mr. Bongo. - On March 19, President Bongo s 
absence was noticed at a ceremony organized for the former Cooperation Minister Michei Roussin, who 
was receiving the legion d’honneur. Less than a week later, on March 24, the Gabonese President, to 
show his discontent, chose not to attend the funeral of Jacques Foccart, the former advisor for African 
affairs to General de Gaulle, although he had described Jacques Foccart as a friend and a wise man in the 
last issue of the weekly newspaper Jeune Afrique. 

Apparently dismayed by the intractability of the French magistrate, but still hoping for a happy 
ending, President Bongo had finally sent a Parisian attorney to Mrs. Joly. During his first meeting with 
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the judge^ a few weeks ago, this attorney had cleariy asked her to stop issuing letters rogatory to 
Switzerland. On Thursday March 27, he again went to the Paris Palace of Justice, in order to give Mrs 
Joly a letter restating this request. Attached to the letter, there was an affidavit signed by President Bongo, 
certifying that it was on his order Shat Samuel Dossou-Aworet-Special Advisor to the Presidency and 
spouse of the Gabonese ambassador to France-had bought the Kourtas corporation and then opened an 
account at the CIBC of Geneva. But, on the same day, the news of the sequester of the account came from 
Switzeriand... 

Did the investigatiug judge let Mr. Bongo's emissary believe that she was satisfied with the 
presidential affirmation and would interrupt her research on Kourtas? Even though President Bongo 
ciaimtsd the responsibility [in the purchase of Kourtas], the intervention of this company in the cotnpiex 
financial movements set up by the heads of Elf to come to the help of the Bidermann group remains 
difficult to understand. 

If the Kourtas company was sheltering Gabonese funds, what interest had this company to come 
to the help of a group which was already heavily indebted to Elf-Gabon (read below)? 

Avoided by African heads of state, who reproach him with having contributed to the degeneration 
of the judicial investigation for reasons iinked to his personal rivalry with Mr. Le Floch-Prigent, the Elf 
chairman Philippe Jafffd tried to reassure his precious partners; 85 % of the Elf oil is extracted from the 
Gulf of Guinea. On March 3, to erase a bad memory, he pronounced the dissolution of the Qjmpagme 
de participations et d 'investissmetas holding (CPIH), a subsidiary of Elf Gabon registered in Luxemburg 
whose participation in the rescue of the Bidermann group was the subject of much attention from the 
Commission des opirations de bourse (COB), the Cow des comptes, and Judge Joly. This selling off 
permitted Elf to recover 2.2 billion francs in liquidities and the Gabonese State to recover 490 million 
francs, in conformity with President Bongo’s wishes. However, this was not sufficient to alleviate the 
Gabonese fears resulting from Mrs. Joly Incursions into the African connection of the Elf group. 

Just before Andtd Tarallo was put under formal investigation, both the President of Gabon and the 
President of Congo addressed messages stating their concerns to the Elysde {Le Monde, June 14, 1996). 
Mr. Jaf&d had answered, sending a confidential letter on July 2, 1996, in which he assured them that he 
still maintained full confidence in the Mr. Africa of the oil group. 

I assure you that I will not spare my efforts to help our friend, as far as he will be concerned, he 
wrote then. Mr. Tarallo, who is 78 years old, retired from Elf, keeping only the direction of the African 
subsidiaries and the influence that comes with them. On March 27, when the bad new came from Geneva, 
President Bongo again turned to him. A few hours later, Andrd Tarallo, for the second time in less than 
ten days, flew to Libreville. 

On Tuesday morning, the Eiysfe refused to comment on this affair. 
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HEADLINE: GABON CHIEF THREATENS OIL -DEALS AFTER FRAUD CHARGES 

SYLINE: Paul Webster In Paris 

BODY; 

THE president of Gabon, Omar Bongo, has cancelled a visit Co France and 
threatened to end the privileged position of the French oil company Elf in his 
country, over allegations that he has been a beneficiary in an international 
fraud. 

"“^If imports IS per cent of its oil from Gabon, which itself owns a quarter 
o. lie oil company. There has been constant suspicion that much of the revenue 
from the oil deals ends up in the hands of the presidential entourage. 

At the weekend, a French examining magistrate, Eva Joly, ordered the 
temporary custody of Andre Tarallo, chairman of Elf's Gabon subsidiary and a 
close friend of Jacques Chirac, the French president. 

Mr Tarallo, who runs Elf’s affairs in several African states, including 
Nigeria, allegedly handled an account which held milli ons of pounds believed to 
be destined either for himself or for other associates, including Mr Bongo. 

Even before the allegations over the account emerged, Mr Bcngo had protested 
to Mr Chirac about a Geneva magistrate’s decision - based on a request by Ms 
Joly - to block an account in the British virgin islands. The account contained 
funds which had been deposited by Mr Bongo. 

According to Le Monde newspaper, Mr Bongo telephoned Mr Chirac a week ago 
accusing France of infringing Gabonese sovereignty and told him he was 
considering sanctions against French oil interests. 

Mr Bongo, president of Gabon for the last 30 years, has :.requently 
threatened to favour the American oil industry whenever there has been a dispute 
over Elf Gabon, a company set up in 1949 which has become one of the most 
prosperous on the French stock exchange. French soldiers have repeatedly been 
sent to patrol Gabon’s oil cities after mutinies and rebellions. 

/festerday, after consultation with Elysee aides, Mr Tarallo, who has been 
allowed bail of nearly pounds 1 million, and the chairman of the Elf parent 
company, Philippe Jaffre, left for Libreville in an attempt to appease Mr 
Bonqo . 
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TRANSLATION FROM THE FRENCH 


Le Monde, April 8, 1997, via LEXIS/NEXIS 

Headline: 

Omar Bongo could be implicated in the Elf affair; the Gabonese president is cited by businessman 
Andrd Guelfi as being one of the beneficiaries of a commission paid in 1992 by the oil group. The 
information is not confirmed by Andrd Tarallo, Chairman of Elf Gabon. 

Highlights: 

Discharged after five weeks of preventive detention, businessman Andrd Guelfi finally talked on 
April 4, He revealed to Judge Eva Joly, who is in charge of the Elf investigation, the identity of the 
beneficiaries of a commission of $10 miiiion paid by the oil group in 1992, Among those, in addition 
to Andrd Tarallo, Chairman of Elf Gabon, and Alfred Sirven, the former right arm of Loik Le Floch- 
Prigent, we found the President of Gabon, Omar Bongo. Mrs, Joly has also issued an intemational artrat 
warrant against Mr. Sirven, who currently resides in Switzerland. During a telephone conversation with 
Jacques Chirac, which took place on the night of March 29-30, Omar Bongo protested against these attacks 
on his country’s sovereignty. 

Body: 

The Elf affair has definitively changed into a State affair. Or more exactly, into a States affair. 
A second time under formal investigation, this time for receiving and concealing corporate assets, Andrd 
Tarallo, the permanent "Mr, Affique" of the French oil group, is only the visible par^ of an unexpected 
new development which occurred on Friday April 4, in the office of the investigating judge Eva Joly (Le 
Monde, Apr. 6-7). Later in the night, M. Tarallo freely left the Palace of Justice after paying a bond of 
10 million francs. However, the main event took place several hours earlier. At the beginning of the 
afternoon, douhdess worn out by five weeks of detention, businessman Andrd Guelfi, 78 years old, had 
finally delivered to the judge what she wanted: numbers, names, and documents. Mentioning the 
payment by ELF of a commission of $10 million (approximately 57 million firancs), he had cited, among 
the beneficiaries, Andrd Tarallo and Alfred Sirven. the former right arm of I-oik le Floch-Prigent. The 
official record of his testimony also mentioned the name of the president of the Gabonese Republic, 
Omar Bongo.... 

Released by Elf in 1992 for the remuneration of lobbying work in Venezuela, where the group 
sought to obtain their first exploitation permit, the millions landed in a bank in Geneva, the CBI-TDB 
Union Private Bank, in an account of a Swiss company na.med Blu, held by AndrS Guelfi himseif. Who 
afterward benefitted from this money? Mentioning this operation for the first time, in a letter from his 
cell to the judge, Mr. Guelfi had not been specific. 

Panamanian Company 

Interrogated by Mrs. Joly on April 1st, Genevieve Gomez, former director to 6e ELF presidency- 
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in charge of financial participation for the present Chainnaii, Philippe Jaffr6, until a few months sgo— 
had confirmed the existence of the payment of $20 million in 1992, in performance of a contract passed 
via Mr. Gudfi with an intermediary Panamanian company, named Sulina, which itself was managed by 
a fiduciary company of Lausanne. 

On Thursday, April 3, Mrs. Joly progressed one step on the trail of this commission, thanks to 
the arrival of two facsimiles, sent by the Swiss management. The first facsimile, affirmed, at Mr. 
Guelfi’s request, that he had been only a temporary representative of Sulina at the time of the Venezuelan 
operation, and he was neither a shareholder nor an associate of this Panamanian company. The second 
indicated, with the authorization of the client, the identity of the rightftl owners of the Sulina company; 
a Canadian businessman residing in London and his now-deceased associate. The same day, Mrs. Joly 
addressed a summons to the Canadian intermediary, by facsimile. The next morning, the man crossed the 
Channel to bring the judge the statements of the Swiss account of Sulina. These documents established 
that of the $20 million paid by ELF. only $10 million was cashed in conformity with the contract signed 
with ELF, 

Colette account 

Interrogated Friday afternoon, Andrd Guelfi found himself obliged to explain where the missing 
$10 million wns. The sum, he explained, was divided into three: $5 million was, according to him, 
transferred into a numbered account held by Alfred Sirven, $2.5 million to an account named Colette and 
opened by Andrd Tarallo; and the remaining $2.5 million was kept by him, used in part to compensate his 
other suppliers. The Colette account, named after Mr. Tarallo’s spouse, however, Mr. Guelfi assured 
[his listeners], served in reality to pay money to Omar Bongo. 

An important part of the other $10 miliion, paid to the Panamanian company Sulina for the 
account of the Canadian intermediary, was, according to Guelfi, divided among several political 
personalities in Venezuela. Married to a Venezuelan, a close friend of the Head of State of this country, 
the businessman had been charged by ELF to favor the accession of the French group to Vene^elan oil 
deposits, closed until then to foreign companies. Over the course of the preceding years, his actions 
permitted ELF to obtain two exploration permits. In 1992, his lobbying contract did not specify the means 
to be used. Mr. Guelfi’s testimony will have brought to light during the course of the judge’s investigation; 
it is a practice used in foreign markets, which is not exceptional. 

Alfred Sirven— cited repeatedly in the file of Mrs. Joly, described as the grey eminence behind 

Mr. Lc Floch-Prigent, and considered as an essential witness in the embezzlements ascribed to the former 
chairman of the ELF group-has never been available for questioning by the investigators. Living in 
Switzerland, where he has resident status, M. Sirven had not deferred to a summons from the financial 
squad, dated August 6, 1996, alleging a business trip {Le Monde, Aug. 10, 1996). He seems to have 
avoided France since then, although he had not been the subject of police research. Friday, April 4, after 
signing a warrant ordering Andrd Tarallo to appear, Mrs. Joly issued an international arrest warrant 
against Sirven. 

That night, at last, M. Tarallo acknowledged before the judge the existence of the Colette account 
and of the transfer, alleging that he played, himself, the role of the manager of the accounts for others. 
However, he refused to say exactly who the commission was really destined for, even though the 
personality of the chairman of ELF-Gabon, friend of many African heads of state, and from now on the 
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personal advisor to President Bongo, may give one the idea that it is a high African dignitary. A letter 
rogatory must be transmitted to the Swiss justice, in ord^ to determine in what directions, and for the 
profit of whom, the funds paid by ELF w^e then transferred. 

Economic sanctions 

If the lead opened by M. Guelfi is good, the pursuit of Mrs. Joly ‘s investigation in Switzerland 
may further infuriate the Gabonese president in regard to the French authorities. On March 18, Mr. 
Bongo remitted a letter to Jacques Chirac, through his ambassador to Paris in which he told his French 
counterpart of his concerns and protests, following the judge’s investigation. On Mardi 27, following a 
letter rogatory delivered on October 3, 1996, by Mrs. Joly, the Geneva judge Paul Perraudin placed the 
account of a company registered in the British Virgin Islands and sheltering the funds belonging to Mr. 
Bongo under sequester. After the account of these events in our column (Le Monde, Apr, 2), the Gabonese 
presidency denied the existence of any tension with France, speaking of malevolent rumors {Le Monde, 
Apr. 3). 

However, these official denials did not allude to the content of the long telephone conversation 
between MM Bongo and Chirac, during the night of March 29-30, about 48 hours after the seizure of the 
Swiss account. According to our sources, the Gabonese head of state had sharply protested against what 
he described as attacks on the sovereignty of his country, going as far as threatening France with economic 
sanctions. President Bongo had already canceled a stay he had planned in France, much to the annoyance 
of the directors of the Crillon Hotel, in Paris, who were to welcome the presidential sniourage. In 
addition, the tone of the letter he addressed last week to the Chairman of ELF-Aquitaine, Philippe Jafftd, 
to reproach him for contributing to turning the investigation of Mrs. Joly into a scandal was of a rare 
virulence, sources close to the oil group have indicated to Le Monde. 

Monday April 7, MM Jaftr^ and Tarallo were scheduled to fly to Libreville, where President 
Bongo awaits them, to attempt to prevent the ELF affair from turning into a diplomatic crisis. 
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BRiTAlN/AFRiCA 

Labour intensive 

The election of ihe Labour government on I 
May, after 18 years in opposition, comes at a 
timeof growing Anglophone influence in Africa 
(see pt^e 1) and more about the 

region's economic prospects. The new 
government wants to reinforce Whitehall’s 
concentration on Southern Africa. Many new 
ministers - such as South Africa-born Peter 
Main (Minister of State at tlie Welsh Office) 
and Angio-Ghanaian Paul Boateng (Minster 
of State for Health) - were active in the Anti- 
Apartheid Movemoit and have close ties with 
Che Arricnn Naiione! Congress government in 
South Africa. Fast-rising black MP Una King, 
who worked in Euro-MP Glenys Kinnock’s 
office on issues such as the Western Sahara 
dispute, takes a keen interest in .Africa as does 
Guyana-born MP Bernie Grant, w'ho has 
campaigned forihe retumof the Benin Bronzes, 
now in the British museum. 

Labour's election manifesto depicted a 
smiling Tuny Blair with Nelson Mandela 
during the leader's visit to South Africa In 
October 1996. On Pretoria’s problems with 
European protectionism, Slair promised; *A 
new Labour government will be South Africa's 
champion in the BUL The former Labour MP. 
now Chairman of Action for Southern Aftica. 
Cob Hughes, got 92 MPs W sign a pledge 
supporting fairer trade and debt 'reiier for 
Southern Africa gcacraHy and in tho 
renegotiation of the Lom5 Convention. 

Both new Foreign Secratary Robin Cook 
(51) and International Development Minister 
(upgraded w a cabirtec post) Clare Shaft (51) 
are on the Labour left. Both warve Britaio to 
take a Daugher stance against human rights 
abuses and military diotatonship, and w take 
irtore radical action to reduce poor countries' 
debt burden. Cook has called for tougher 
eeottotnic sanctions against Genera! Sani 
Abneha's regime In Nigeria, folto'win| the 
hanging of Ken Saro-Wiwoin Movembir 1995, 
as has Minister cf Stale for Foreign and 
Conmonwcaith Affairs Tony Lioyd (47). who 
described the treason charges against Nobel 
laureate Wcic Soyinka and 1 1 others sit March 
as 'a mark of this regime’s arrogance and 
stupidity’, adding 'Britain and thcintenuuional 
coinnmnity niusc put pres.surs on Abacha to 
release ail political pdsotttrs Immediately.’ 

V/iih apparent unanimity among Cook. Short 
and Lloyd on tougher Ktion on Nigeria, 
governmcfit policy is likely ic emerge at the 
Eufope.in Uiuon. where they will pu.sh for a 
ratcheting jp cf measures agaiasl Abuja, and 
in the Comnmnwcaith Ministerial Action 
Croup, which must recommend either 


Africa CoftilUenua! 

admittance of Nigeria before thi.s year's 
Commonwalth summit in Edinburgh. But the 
new ministers are unlikely to act precipitously. 
Wkicehai! just dispatched a new High 
Coratnisssoiar to Alwja, Graham Burton, a 
veteran of oil-fired scotiomtes with experience 
in Indonwia and Abu Dhsbi. 

Abuja is playing the oil cani; Ute state oil 
corporsitm is nssving its European offices from 
London to Paris. Oil Minister Daa Etete has 
indicated tim if London smtiMcs sanctions, 
Abuja will insist that ail traders in Nigerian oil 
move ftcif qjeraiioas K>?am. Just as France’s 
£if Aquitaine {after Its Gabon wnbarrassments- 
scc below) has now ftwnd itself an new 
intermediary In Abuja. Etete's threatt arc music 
to Elf Chairman Philippe JafTre's ears. 


SUDAN 

Body of evidence 

An opposition attack oo government forces at 
a little known mountain called Togan, about 
1 OC kilometres north of Kassala. has produtad 
sheaves of documents deailing the National 
Islamic Front (NlF)'s use of Eritrean 
oppositionists. Tlie offensive 'oegstt in mid- 
March on the east side of mountain, when more 
thaa ?00 National Islamic Front and People’s 
Defence Force troops were killed. In late 
Match. Opposition forces attacked west of the 
mountain, where NIF, PDF and Eritrean Islamic 
jihad had a camp called Tamkgen 
{‘entrenchrrent'. here of Islam). 

The NIF and its allies put up (heir strongest 
resistance ret. Fighting contmued into the 
third week of April and after six attacks, (he 
Sudan Alliance Forces took the camp. For die 
first time, a small group of the Sudan Federal 
Democratic Ailiafice of Ahmed Ibrahim 
Diraige took part (Voi 58 No 8). The NIF lost 
over 350 men; the National Democratic Alliance 
lost 6, with over 20 injured (fira SFA deaths). 
The opposition captured some ^50 AKs. 26 
aniilcry pieces of various calibre, 33 anu-iank 
mines, six trucks and a tank, anddestroyed two 
tanks. The NIF withdrew in disorder. ‘Die 
op^sitloo pursued them as far as .Aroma on 
the PortSudafl-Khartoum road. 55 km. nixthof 
the key regional capital. Kassala. 

A bolus for the opposition arc the piles of 
docjments they seized. These detail targets 
for Eritreas Jihad iaskle Eritrea, including 
names. lotcmal structures and flaks to the NIF. 
Much of this confirms what diey had learned. 

a few weeks earlier, when ND A forces captured 

30 or 50 Sudanese infiltrators in their ranks. 
The infiliratofS con-'essed to being assigned to 
cany o« assasaaadoas among the opposition 
and also told of dseir links to the NIF. Islatnist 
’aid agoicies’ and Osama bin Laden. 

• The death in mid-April of General Falhi 
Ahmed Ali. hctul of the Legitimate Command 
from which the SAFspHt in 1993, has shocked 
.. win make more 


.ul No (0 

political !har military difference as Path! had 
virtually no forces since the SAP's breakaway. 
In the early i980s, as Comm3.ndec of the Navy 
unde: President Ja’afar Nuaeiri, Fathi was a 
secret member of the opposition Free Officers 
group, led by Abdel Azix Khalid Osman, now 
head of SAF which includes other former 
nember-s of the group. 


FRANCE/GABON 

Pas si jolt 

It is taming out worse than they had feared in 
Paris. President Omar Bongo’s government 
in Gabon has cut out his old ally. France's Elf 
Aquitaine, in favour of a deal with Energy 
Africa, an affiliate of the fast-rising South 
African firm Engen. Bongo is disgusted that 
French magtstmte, Eva Joly, goes on digging 
into reports of side-deals by Elf bosses, 
ollcgsdly for his (and sometimes iheir) benefit. • 

Bongo expected the French government to 
shut Joly up. The affair grew more 
embarrassing for President Jacques Chirac 
when it began to seem tha: Elf paid secret 
commissions in 1992, via Switzerland, for 
acquiring a distribution network in the fermer 
East Germany. The alleged recipients were 
officials of Germany's Christian Democratic 
Union; its leader. Chancellor Heimul Kohl is 
Chirac'-s most important ally, and he is furious. 

Bongo has encoumged Energy Africa, not 
Elf-Gabon, to buy the Gabonese state’s share 
in a rich new offshore area, with rights to 
fattirs concessions to be shared with other 
companies. The newcomer (seen by French 
cilmcn as an Anglo-Saxon interloper) pronptij 
began recruiting people from Elf, The 
Gabcne.se side of the deal was done by Minister- 
Delegate Emmanuel Agokge Mba. Energy 
Africa’s side' was arranged by its Managing 
Director. John Bentley, from the London 
cffice. The company’s Gabonese partners are 
said to include sentcr officials. 

Bongo was furious when Magistrate Joly 
ordered the frccring of two bank accounts 
coniairjing USS20 miHion from an Elf 
‘lobbying’ accocni in Venezaela^some of it 
allegedly for him. The President will no longer 
speak to Elf Chairman Philippe Jaffre. ^ho 
had to bring Joly in to examine the affairs ot 
his predecessor. Loik le Fioch-Prigent. after 
an auditors' report. Le Fioch, backed by senior 
Gauiii.sfS in the French intciligenw network. 
Wits a good friend of Bongo’s regmic. Now he 
is in *pfotcc!iyc cu.s(ody’. 

Andrt Tarallo, .i veteran of the lure Jacques 
Foccart's politico-financial network in A:ricx 
was until April President of Eif-Gaoon, He 
refused to tell Joly where the Venezuelan money 
was going, for which he escaped imprisonment 
cttly by posting i bond of lO ran. Irancs (USS 
i.7 mn.) w'ith the court. Driven atu o: Sir, h; 

.set up a consultancy in Gabon 'viih Samuel 
Dassou-.Aw<jcet. Bongo's pefson.al oil advisor 
If he tells all. heads will roll. 
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TKANSLAnON FROM THE FRENCH 


The Swiss Justice Refuses to Unfreeze the Bank Account of President Bongo; Jacques Verges Becomes the 
Attorney of Omar Bongo in the Elf Affair, LE Mohde, August 6, 1997, via LEXIS/NEXIS, 

A new comer has appeared on the scene of the Elf affair: the attorney Jacques Verges, who was 
appointed attorney for the Gabonese state in 1981 by decree, has recently been asked by PtesideM Omar 
Bongo to reorganize his defense. Already, considerably annoyed by the association of his name with 
Judge Joly’s investigation, the head of the Gabonese state has suffered an additional affront. On July 3, 
the Geneva accusation chamber rejected the appeal by Eooitas Investment, a company registered in the 
British Virgin Islands, of the decSion to freeze its bank account, a decision made on February 21, 1997, 
by the Swiss investigating judge Paul Perraudin at the request of Mrs. Joly. It happened that the 
ownership of this account was claimed by Mr. Bongo in an affidavit dated March 19 and given to the 
French judge (Zc Monde, Apr. 2). 

The Kourtas account brings us back to the first chapters of the Elf affair, to the loans the oil 
company, under chairman Loik Le FlochrPrigent, made to his friend Maurice Bidermann, who was the 
head of the textile group. In the letter rogatory sent on October 3, 1996, to her Swiss colleague, Mrs. 
Joly evoked the complex operations woikcsi out through Elf Gabon to hide part of the help provided to 
Maurice Bidermann. From the various fund movements, it seems that the Kourtas coipcration appeared 
at the right time to provide Mr. Bkiermaim with approximately 150 million francs, to help him reimburse 
his debt to Elf Gabon (approximately 163 million francs.) 

The providential intervention from the Virgin Islands corporation had a double advantage: It helped 
Mr Bidermann, who was incapable of reimbursing the amount cf money owed, and at the same time it help 
restore the accounts of Elf Gabon, presided over at the time by Mr. Tarallo. What was behind Kourtas? 
Kourtas was either created or used by the Gabonese party for this operation, Andrd Taraiio told the judge, 
on October 21, 1996. He added that the decision to substitute Kourtas for Elf Gabon was taken in Gabon 
at a very high level. The .seizure of the account-opening documents at the Canadian Imperial Bank of 
Commerce (CIBD) of Geneva four months later and the freezing of the account brought the reaction from 
President Bongo. It was then that he asked the Parisian attorney Pierre Benoiiel to give the "famous " 
affidavit. Signed by him, the affidavit .stated that the Kounas account had been opened on his order and 
by his special adviser, Samuel Dossou, then provisioned with funds from the pre.sidency. 

The presidential intervention had then shaken the French judge. On March 27, after receiving Mr, 
Benoliei’s visit, Mrs. Joly informed her Swiss colleague, by facsimile, that the investigation she had 
requested could not be justified any more, under French law alone. One hour later, another fascimile 
adressed to Mr. Perraudin asked him to postponed her withdrawal, until further research had been done 
on the reality of the immunity claimed by Mr. Bongo. Finally, on April 2, based on the documents 
produced by Mr. Bongo’s attorney, Mrs. Joly stated in a third facsimile that the Kourtas account did not 
appear to be directly related to the acivity of the Head of the Gabonese State, who was not lie holder and 
could not totally control the account, and she asked the Swiss authorities to resume the investigation he 
had requested previously. 
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Considering that it is up to the French justice and not to the Swiss justice to decide on the possible 
protections that may benefit the Kourtas account, the Geneva accusation chamber validated the option 
chosen by the Parisian Judge. Although the Swiss attorney for Kourtas, Michel Halperin, in his recourse, 
claimed the immunity and inviolability of die foreign state, of its president and its diplomatic agents, and 
of their assets to shield the account from ihe judicial investigation, the Geneva general prosecutor, 
Bernard Bertossa, went as far as to call President Bongo the head of an association of criminals, during 
the June 17 hearing. 

In its judgment, dated July 3, the Swiss court stated that Kourtas was a private law entity, distinct 
from the head of the Gabonese State or the St^e of Gabon, as Mr. Bongo was neither the holder nor 
the beneficiary of the account, and did not have a power of attorney accordmg to the documents seized. 
In feet, die opening account documents dated May 1 1, 1993, showed Mr. Dossou’s signature and not Mr. 
Bongo’s signature. The bank records showed that the balance of the account was only a few thousand 
French francs after showing, on different sub-accounts, balances of $15 millions in 1993, 303 million 
Swiss francs in 1994, and 71 million franc in 1995 

-Controlled by a Swiss Law office sp^ializing in business law, Fonriep and Rengli, which had 
management authority, the Kourtas corporation was provisioned on May 12, 1993, following a transfer 
from a third account to its CISC account; on that date, 81.3 million francs destined for the reimbursement 
of Mr. Bidermann’s debts were credited from account 105, opened in the same bank, whose holder is 
as of today unknown. On August 4, interviewed by Le Monde, Mr. Verges simply stated. ’T will let 
no one hide behind President Bongo’s shadow." 
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73RD STORY of Level 1 printed in FULL format. 

Copyright 1938 AFP-Extel News Limited 
AFX News 

August 27, 1938, Thursday 

SECTION: Company News; Regulatory Actions; Other; General News 
LENGTH; 211 words 

HEADLINE: Swiss investigators seize Gabon president's bank account 
BODY: 

GENEVA (AFX) - A Swiss investigating magistrate ordered the seizure of a 
bank account whose ultimate beneficiary is Gabonese President Omar Bongo, as 
part of a corruption and money-laundering investigation involving 
Blf-Aquitaine, 
judicial sources ' said. 

Paul Perraudin ordered the seizure on May 11 of a bank account at the 
Canadian Imperial Bank of Commerce in Geneva opened in the name of Bongo's 
adviser Samuel Dossou-Aworet, the sources said. 

But the Gabonese president said he is the beneficiary of the account, 
allowing him to invoke presidential immunity to block the judge's inquiry, they 
added. 

The president's lawyers yesterday argued in a session held in camera to 

lift 

the seizure and prevent the bank documents from being used in the inquiry. 

The court is expected to rule soon, the sources said. 

Judge Perraudin ordered the seizure of the account because it was used on 
June 3, 1991 to move 1.5 min usd into another account at a bank in Lausanne in 
the name of Alfred Sirven, who was adviser to the then chairman of 
Blf-Aquitaine 

Loick Le Floch-Prigent between 1389 and 1993. 
nma/cmr 

LANGUAGE: ENGLISH 
LOAD-DATE: August 28, 1998 
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61ST STORY Of Level 1 printed in FULL foriTiac.. 

Copyright 1998 Associated Press 
AP Worldstream 

Noveirher 02, 1998; Monday 12:50 Eastern Time 
SECTION: International news 
LENGTH: 260 words 

HEADLINE: President of Gabon's appeal against account block rejected 

DATELINE: GENEVA 

BODY: 

A Geneva court has rejected an appeal by the president of Gabon, Omar 
Bongo, against the blocking of a bank account. State Prosecutor Bernard Bertossa 
said Monday. 

Bongo's law:^ers had appealed the order, made last Kay in an investigation 
connected to a French kickback scandal, on the grounds that the president had 
diplomatic immunity from such action. 

They argued that Bongo was the legal owner of the account, opened at a 
foreign bank in Geneva in the name of a Panamanian firm, 

These argument. s were dismissed Friday by the Geneva appeal court, Bertossa 
said. An appeal to the Swiss supreme court is possible. 

The account was frozen after France requested legal assistance from Geneva 
authorities over the scandal. Lawyers for Bongo say it was opened by Samuel 
Dossou, his personal adviser. 

The key player in the Elf scandal is former French Foreign Minister Roland 
Dumas. As head of the Constitutional Council, Dumas is France's f if th-highest 
official. 

At issue is a S9 million French franc (dlrs 10 million) payment made through 
a Swiss bank account to Dumas' friend, Christine Deviers-uoncour, after the dlrs 
2,5 billion sale of six frigates to Taiwan. 

Prosecutors allege that Deviers-Jpneour got the money as a lobbying 
commission from Elf-Acpuitaine, the French oil giant pushing the warships' sale 
on behalf of the smaller state conpany that built them, Thomson. 

Judges are investigating whether Dumas used his influence to obtain a post 
for Deviers-Joncour with Elf, and whether he then accepted part of a kickback. 

(gm) 

LANGUAGE: ENGLISH 


LOAD-DATE: November 02, 1998 
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A Swiss Account, LA LETTRE DU CONTINENT, Nov^ber 19, 1998, via LEXIS/NEXIS. 

President Omar Bongo completely changed his l^al strategy regardirg Swiss account number 10 200 
at the CIBC (Canadian Imperial Bank of Commerce) of G^va, an account fi-ozen by the judicial authorities. 
At first, his attorney Jacques Verges argued that the account was the property of the Gabonese President and 
benefited from his immunity as Head of State. Ihs appeal court having rejected his appeal, a Gabonese 
official statement finds today that file court decsion is “the proof that the account is not the property of the 
Gabonese Pr^ident” It is true that the Swiss accusation chamber ruled that Samuel Dossou, the true holder 
of the account of the Davenport Associated SA— a Panama corporation that received $ L5 million from the 
CICB account for account 136 153, named Mineral, opOTed by Alfred Sirven at the Sanque de Depot etde 
Gestion de Lausame-hdA only received an order from Omar Bongo, “after the creation of Davenport,” 
however, the investigating ju(%e found that die document from the Gabon Presidency dated April 6, 1 987, had 
been “either partly blocked out or signed blank." Furthermore, “this mandate does not imply that Samuel 
Dossou Awomt was authorized to dwlare him^f the beneficiary of the Devenport assets.” The Gabonese 
presidency, nevertheless, has filed an appeal before the Tribunal Federal, the highest judicial authority in 
Switzerland. 


Translated by Nicole Atwill 
Senior Legal Specialist 
Western Law Division 
I.aw Libiaiy of Congress 
October 1999 
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M? Immunity in Switzerland, LaLettre DU CONTINENT, April 15, 1999, via LEXIS/NEXIS. 

The Tribunal Fediral (highest court in Switz^Iand) on Tuesday March 23 rejected the appeal from 
President Bongo to prevent the seizure of the ’Davenport" account (number 01.10200.0) opened at the 
Canadian Imperial Bank of Commerce (CIBQ of G^eva, The Gabonese President had already lost fais 
case before the Geneva Accusation Chamber last S^tember. Judge Paul Perraudin, who is 
investigating the Elf case, will be able to use the information from the account. Since then, he has 
discovered that $1.5 million from the account went to an account at the Banque de Dipots etde Gesiion 
de Lausanne, the holder being .Alfred Sirven, fbnner Elf Director. 

According to a person close to the case, other French personalities may have received ‘'gifts" from 
’Davenport." Th& Tribunal federal consider&i that die aca>unt holder was officially not Bongo but his 
adviser Samuel Dossou-Aworet. Mr. Dossou also tried to claim immuiuty, without success, arguing that 
he was the spouse of the Gabonese ambassador to France. 

In addition, considering diat to benefit from immunity, a head of state should deposit his money 
in a "public law corporation" of his country (and not in a fiscal paradise), the decision of the Tribunal 
Fideral will become jurisprudence. In this case, the "Davenport* account was opened in the name of the 
corporation Davenport, which has been dissolved. 
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Congressional Research Service . The library of Congress .Washington, D.C, 20540-7000 

November 16, 1997 


TO : 

FROM : David Skelly - CRS-Language Scrvices/FDT 

SUBJECT : Translation of article from Le Monde 


SOURCE: Le Monde, October 25,1999 


HEADLINE: Judge Perraudin’s investigation uncovers ELF’s secret African affairs. More thari 600 
million francs passed through the Swiss bank accounts of the “Mr. Africa" of the oil mulfr Andre 
Tarallo. These accounts are alleged to have been used to disburse secret payments to African presidents, 
one of whom was the Gabon chief of state, Omar Bongo. 

BYLINE: Gattegno, Herve 

HIGHUGHTS: 

JUSTICE DEPT The investigation carried out in Geneva by Swiss examining magistrate Paul Perraudin 
has revealed some of ELF’s African secrets. Between 1990 and 1997 more than 600 million French 
francs passed through the Swiss bank accounts of the former The “Mr. Africa” of the ELF Aquitaine 
group, Andre Tarallo. Upon being questioned by the judge, Tarallo stated that these sums of money 
came from carrying out certain commitments on behalf of the ELF group, for which payments had to be 
made secrctfy to African presidents. In an interview with Le Monde, Tarallo explained the bonus system 
which had been set up in the oil sector: official bonuses, which are provided for in the contract ^ 
themseb/es and parallel bonuses, which can be ^ven in order to secure a better chance of obtaining a 
license. (See also our editorial on page 17). 


The camouflage is intentional and the erasures are legal - possibly diplomatic- as validated by the 
si^ature of the examining magistrate in Geneva, Paul Perraudin, and in many places they conceal the 
name of the president of the Republic of Gabon. E! Hadj Omar Bongo, on the documents sent m mid- 
October to his French colleagues Eva Joly and Laurence Vichnievsky, who are handling the ELF affair. 
This sort of dissimulation is inadequate to cover up in the dossier, now in the hands of French 
investigators, the compromising nature of the financial relations between the Gabonese chief of 
state and the oil group. It has actually had the effect of keeping Bongo from appealing to Swiss 
jurisdictions to prevent - or at least delay - transmission of these new items revealing the most 
sensitive side of ELF Aquitaine’s African secrets. 
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Among the articles which have been handed over are ^atem^ts from bank accounts kept at 
several Swiss banks between 1990 and 1 997 by the former director of hydrocarbons at the ELF- 
Aquitaine Group, Andre Tarallo. According to the [transcript of the ] investigation, some 610 
luillion French francs passed tlirou^ tiiese accoimts, and a large part of the money was consisted 
of commissions paid by ELF on tlie fringes of oil contracts. Interrogated by the Swiss judge on 
four occasions, March 9 and 10, May 4, and June 22, Tarallo denied having taken such amounts 
for hirrself, explaining that he had managed these sums for his principal - a hi^y placed person 
whose identity I [sic. This sentence was apparently carelessly cut and pasted- Trans] do not wish 
to reveal because of the responsibilities of a national scope which he has assumed. Nevertheless, 
research done at the banks at Lausanne, and Zurich where Tarallo held his accounts have 
revealed that it was definitely the head of state of Gabon who was involved, as his signature 
appeared on certain documents found in the bank archives. 

Feared by some, brandished as a weapon by others to dampen judicial ardor, the threat of seeing 
the ELF affair degenerate into a French/African scandal has definitely taken shape. Often 
referred to as the Mr. Africa of the ELF Group, the liaisc»i with the rulers of the countries of the 
Gulf of Guinea - where the major oilfields being exploited by the French oil company are located 
- Tarallo carefully refrained from mentioning by name any of the real recipients of these sums of 
money, but it was obvious that the money came from carrying out commitments to ELF, named 
“sovereignty contracts,” they called for secret remuneration of African presidents. 

Replying with masterful subtlety to Judge Perraudin’s questions, he explicitly mentioned the 
existence of written agreements between ELF and his principal, stating among other things: “I 
cannot believe that there was a contractual relation between the two parties.” 

In any event, Tarallo told the Swiss judge that the written dispositions had been taken between 
himself and President Bongo, specifying that “They are in the hands of my principal.” 

During his May 4 hearing he added that he had kept account of the financial movements of these 
account and concluded: “I am going to ask my principal to authorize me to hand them over to 
you. 

Relieved of his operational responsibilities in 1991 by then CEO, Loik Le Floch-Prigent, and 
then officially retired in March of 1993, the former strong man of ELF’s African affairs told 
Judge Psrraudin that Alfred Striven, former Director of General Affairs for ELF, considered the 
key person in the affair and a fugitive for two years, was the one who ordered the secret transfers 
to the African heads of state. In fact. Judge Perraudin’s investigation shows the movement of 
funds between certain front companies managed by Sirven and bank accounts whose names were 
-mentioned explicitly by Tarallo: from Centuri, from the village where he was bom in Corsica - - 
to the Banque de Depot et Gestion and the Bondpartners in Lausanne, Bonifacio, his residence on 
the island - to the Hettinger Bank in Geneva, and Colette, his wife’s first name - to the Union 
Bancaire Privee in Geneva. 
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The articles handed over by the Swiss judge to his Fraich counterparts include two letters from 
President Bongo, dated 1996 in wliich he demanded owne^hip of the Colette and Centuri 
accounts from the Swiss banks. On the same date, Tarallo had informed his bankers that the 
fands m these accounts did not belong to him, frws facilit^ing their transfer to new accounts. 

The titular of one of these new accounts was the perecmal consultant to the President of Gabon 
for oil questions, Samuel Dossou. 

Tarallo explained that very many global operations ({aying of commissions) undertaken by 
Servin had led to replenishing the accounts cited...”This practice is tiae only one I am aware of 
which permits carrying out the so-called sovereignty contracts in conditions of discretion, which 
is indispensable. As far as I know, this practice has been in use since the foundation of the ELF 
Group and is also in use in many other amipanies. 

During one of these hearings held by Judge Perraudin, Tarallo stated; “Obviously, the formation 
of clandestine, off-the-books funds was indispensable. This has been the case with every oil 
company Fve ever known. 

For example, so that every one can understand, the former director of ELF even revealed that in 
1998 several oil companies had disbursed more than a billion dollars in secret commissions 
-‘bonuses’ in the language of the oil companies -in Angola to obtain licenses for exploration in 
that country’s tarritorial waters. 

Tarallo, the former CEO of ELF Gabon had been indicted in 1996, just before the incairceration 
of former ELF Director Loik Le Floch-Pi igent, because of his intervention in the financial set-up 
designed to profit the textile group Bidetman, whose networks were already going via Libreville 
Monde, July 5, 1995). He was indicted a second time the foiiowmgyear after a payment 
from the old Colette account had been exhumed, a commission amounting to some 2.5 million 
dollars in the margins of an oil operation in Venezuela. 

Under threat of imprisonment on the day of his 70* birthday, Tarallo defended himself by posing 
a.s the administrator of the accounts for other people, saying that he did not want to point a finger 
at anyone. He then stated that he had opened die Geneva account at the request of Dossou, 
Bongo’s personal consultant. During th preceding weeks the president of Gabon had infonned 
his French counterpart, Jacques Chirac, ^st m writing, then on the telephone, that he was 
worried about the judicial investigation of the ELF affair (LeATo/it/e, April 8, 1997). 


Investigations subsequently carried out m France by the finance brigade have established that this 
same ‘Colette’ account opened in 1991 and closed in August 1996 had been credited with 
considerable sums, culminating in 38.5 iiullion franrs in September of 1994, In a summary 
addressed to Judges Joly and Viclinievsky, French investigators estimated that the personal 
asperses paid by Tarallo from this account amounted to some 3.9 1 million francs, mast of which 
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was spent on construction of his villa m south Cmsica, total costs for which will appioach 90 
million francs (see opposite page). Judge Paraudin’s in^^gations at the Swiss banks show that 
the Bonifacio account was used chiefly for the {Sifrfjasc and constructic^ of this sumptuous 
residence, as well as for the acquisition of artworks. 

“I am the legal owner of this villa, whidi was desipied as a receptton house for French-' African 
matings:,” farallo told Peiraudin, specifying that the directors of the ELF Group were well 
aware of the construction project. 


Translated by 
David Skeliy 

CRS-LanguagB Services/FDT 
November 11, 1999 
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Senate Permanent SutxsjmmfttBa 
onhvssiigaBons 


EXHIBIT #_ 


Item 2([f 

Citibank has not located any Private Bank accounts in the name of the 
third individual identified in Item 2(/). The first and second individuals identified 
in Item 2(/) jointly held a special-name account at the Private Bank in London. 
This account was opened on October 14, 1994, and remains open. The first 
individual identified in Item 2(/) died in 1996, and the special-name account is 
now jointly held by the second individual and the younger brother of the first and 
second individuals- In late July 1999, the balance in this account was 
$14,783,684.96, 

The second individual identified in Item 2(Z) is also the partial otvner of a 
private investment company that opened an account in London on May 2, 1995. 
The first individual identified in Item 2(0 was a signatory in respect oi this 
account until his death in 1 996, and the younger brother of the first and second 
individuals is now a signatory. In late July 1999, the balance m this account was 
$3,492,581.51. 

The brother of the third individual identified in Item 2(1) has had a Private 
Bank account in London since 1 989. This account is relatively small and, in late 
July 1999, had abalance of $36,249.50. 

The second individual identified in Item 2(1) owns an airline business and 
a volume trading business in pharmaceuticals. He is also involved in providing 
supplies for government-tendered engineering projects. 

Citibank will provide additional basic information as it becomes available. 


Item 2(1) is listed as the second Item “2{j)” in the August 5 letter. 
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Sonata Ponnanent Subsammittse 
onlnvssi^to 


EXHIETT#, 


33b. 


WrLMEfe. Cutler & Pickerins 

S445 n STREET. ti.'M. 
VitASHINGTOH. D.C. 20a37'l420 

C- SCfrD€!“ i=»*T 
DRECT uixE isoa oaa.6aaH 
ir>rzs>tiiT a«*»'temxcB.co« 


reLEPHONC taoa eSA-eocMS 
Fi^csrmX isoa ee3-63«3 


September 27, 1999 


By Facsimile end Hand Delivery 


l<X) UltSMT STRECT 
B.»it.TlnORE. >0 21302 
TELEPHOME (*IO;9e«s.2e»>o 


020 HAOISOH AVftiiUS 

?aw TORK, NV tOOaZ 
rtLCPMoNE izisi ss=p-aaco 
rAeaiHii-r <2121 sao-aaes 


o CASUTOW SaROCNS 

LOMODN swrr s«.a 
TZLEP fiOMC oic !<»«iriiar 2 .jooo 
FACSIpm-E on KAirtI B30.aB?7 

ROC DE LSI 1^ WETSTR-aT 
B-lO-^O BBUSSEtS 

Tex.EFHor^ aa lasss ztis^ooo 
FAcsinikE on a2a2ao-«9-aQ 

paiEORisMSTRAasE as 

rci^PHORE OK tABsoi sasa-e-upo 
FACSIMILE on >ROaOl S032-«Seo 


Robert L. Roach, Esquire 
Mirtoiity Counsel 

Pennanenl Subconnuittec on Inyestigadons 
Committee on Goveroment Affain 
193 Russell Senate Office Building 
United States Senate 
Washington, D.C- 20510 


Dear Bob; 


Ih the course of reviewing Citibank materials, we have discovered addidccal infbnnatioa 
that was not included in the attachments to our August 9 , 1999 letter. Enclosed are updates to 
those attachments containing the new infonnation. Consistent with previous correspondence, the 
client names refer to the individuals listed in Schedule A of the May 1 3 letter. 

For >^ur convenience, the new information we have added is as follows: 

"The first and second individuals identified in Item 2(/) also were joint 
owners of two special name accounts at die Private in New York 
For both accounts, there was a third joint owner, who does not appear to 
be related to any of the individuals identified in Item 2(^. The first 
account was opened in early 1992,flie second was opened in late 1994. 

Both accounts were closed by October 1997.” 

Sincerely, 

C. Bcyden Gray ^ 


cc: K„LceBlaIack,Esq. 
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S^ts Permanent 

on Investigations 

CYHiRtra 

Client File [978622 GELSOBELLA 1] Client Profile Form 

Summary 

Name: GELSOBELLA Expense Code: 0056_5 COID: 5000 

GELSOBELLA Client Domicile: Nigeria 

Prospect Segment: B: Trgt AIIM>S1MM CNH>S10M:_Lo:Mod Gr Pot__ Client Number. 978622 

Acquisition Code: To Be Determined 


Bankers 


Name: 

SOCRATES E. CRUZ 



Banker ID: 

CS03 

Title: 

Service Officer 


Type: Primary Banker __ 

Team ID: 

EUN05 
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Required: 

Yes 

Phone: 

( 212) 559 
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Ext. 

Stmt Display: 
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( 212) 793 
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Mon, Oct IS, 1999 
04:56:06 PM 


This system is the property of Citibank. N.A. (New York), and the information 
in it is intended for internal purposes only. It may contain information that 
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Client File [978622 GELSOBELLA 1] Client Profile Form 


Business Data 

Company Name: S'ELCQN AIRLINES _ _ _ 

Nature Of Business: CHARJE_R PRIVATE AIRLINES 


Own Business 

Date Started; 01/01/1995 


Any Useful Detaiis/Changes Anticipated: 

SELCON AIRLINES & SABACO LTD (LAGOS, NIGERIA) AIRUNE TRANSPORT BETW EEN NY ANAN , 

D WGOS, NIGERIA.. WORKS IN CONJUNCTION WriR AMERICAN TRWSW^^ . 

Source of Wealth / Business Background: 

CHARTER AIRLINE CO OWNED BY TWO SONS OF PRESIDENT OF NIGERjA GEN^L SANI ^ACH 

A (IBRAHIM AND MOHAMED) AND YAYA ABUBAKAR, A PILOf._WE^'m CO_M^FROM FATHER WH _ 

0 ACCUMULATED WEALTH AS HEAD OF STATE OF MAJOR OIL PRODUCING COUNTRY. SPECIAL N 

AME AC. BCSE OF ATTEMPTED FRAUD, AC REOPENED UNDER ■‘CHIHQU1MTO“._/^ DORM^ FO 

LLOWING DEATH OF IBRAHIM SANI, EARLY 1996 IN PLANE CRASH. _ 

PLEASEREFERTOPROFILEUNDER"CHIQUINTO". A/CUSEDMOSTLYFORCLEAfilNG . 

PURPOSES. LARGE REUTIONSHIP WITH PBG LONDON. . 


Partners 


(None) 


Contacts 

Name; 

Information: 

WE HOLD MAIL IN PBG/NY 


( ) - Ext. 

Function; Unspecified 


Mon, Oct 18, 1999 
04:56:06 PM 


Page 5 

This system is the property of Citibank, N.A. (New York), and the information 
in it IS iritended tor internal purposes only. It may contain information that ^ 

IS not updated or correct. Account information shown does not constitute 
an official bank statement or official information about such account. 
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Client File [978622 GELSOBELLA 1] Client Profile Form 

Confacfs (continued) 

1 _.( ) 


Name: _ . ' 

Information: 

IBRAHIM & MOHAMMED SAN) (BROTHERS) 
YAYA ABUBAKySfl : BUSINESS_PARTNER . 


Function: Llnspe_cified 


Name: . __ ... 

Information: 

IBRAHIM SANI, PRESIDENT - CODE NAME A/C - PARTNERS 
MOHAMED SANl, BROTHER - PARTNERS , . 

Clients Financial Summary 


On-Shore: United States 

Off-Shore: United Slates 

Estimated - On-Shore 

Current Income: 

Current Assets: 

Current Liabilities; 

Net Worth; S 0 


_ ( ) Ext. 

Function: Unspec%d 


US Maximum PBG Potential: 
Liquidity Requirements: 
EST. TOT NET WORTH: 


Off-Shore. 


Total 

Citi-Adjusted 


SO 

so 

SO 


SO 

SO 

so 

SO 


SO 

so 

so 

SO 


SO 

so 


SO 

SO 


S 2.000,000 


CNR: SO 




/EST. OFFSHORE ASSETS: 


Other Major Providers and Products Owned 

Provider LIBERTY MERCHANT BANK 
Location: /VICTORIA ISAAGOS, NIGERIA 

Products /Services: Other 

Comment: ... 


Est. AUMs: 


Mon, Oct 18. 1999 
04-56:06 PM 


Page 6 

This system is the property of Citibank. N.A. (New York), and the information 
in it is intended for internal purposes only. It may contain information that 
is not updated or correct. Account information shown does not constitute 
an official bank statement or official information about such account. 
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Client File [978622 GELSOBELLA 1j Client Profile Form 
Specisi Considerations 

Buslness/Professiaral: 


(iiquidrty needs, new basiness, future credit needs, standing wsfrui^ioiis) 


Personal: 

IBRAHIM SANI {BORH;Ot/16/66)/YAYA ABUBAKAR (BOftHMWIS/a)/' PW# 4141 
SPECIAL NAME ACCT. OPENED FOR; IBRAHIM SANi, MOHAMMED SAW AND'VaYA ABUBAXAR. 
ALL THREE ARE NIGERIANS.PARTNERS IN SELCQN AIRUHES LTD. ACCT. OPEfCO 6/5/92 

[retirement, educational needs, special care, taxes, standing inslnictians) 


Citicorp Major Business Opportunities 


Immediate Needs: 
PASSPORTS; I 


redacted 


Long Term Needs: 


Strategy: 


Products at PBG and Elsewhere 


Uses Past User Uses at Interested 
at P8G at P36 Other Inst in Prod. 


Averse 
to Plod. 


Estimated AUM 


Checking SO 

USD Money Market . S.0_ 


Mon. Oct 18. 1999 Page 8 

04 56:06 PM This system is the proj«!rty of CUtoank. N.A. (New York), and the i.iformation 

m It is intended for internal purposes only, it may conratn iofewmation that 
is not updated or coirect Accou.m infonmaticn shown does not constitute 
an official bank statement or official information about such account. 


STRICTLY CONFIDEMTAL - NOT FC 
CIRCtJLATlON 

SUBCOAdMIITEB MEMBERS AND STy 
ONLY 
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Client File [978622 GEL.SOBELLA 1] Client Profile form 
Transacticn Activity — 

— Monthly Expected Transaction Activity !n — 

• LOW0-151 Medium(tB-2^ Higli (26'5l]) Govt/Non-Proffi (51-100) 

Monthly Expected Transaction Activity Out — — 

• LowfMS) Medium (18-25) Kigh(Z6-50} GovVHon-Profrt (51-100) 


Expected Transaction Balance In 

• SO -50,000 
>8250,000 - 500,000 

E^qjected Transaction Balance Oat 

• S0'50,0Cffl 
>8250,000 - 500,000 


>850,000-100,000 >81 00.000 ‘ 250,000 

>^06,000 -- 1 ,000,000 >81 ,000,000 


>S50,Q(M‘1{»^ >S1 00,000 - 250,000 

>8500,000 - 1 ^00^0 >S1 ,000,000 


Call Log 

Operational Consideratians/Cautions - — - 


(None) 


Last Updated By 

ALAIN OBEP 
Piivate Banker 

I 212) 55S • 9194 BcL 


P6G-WH 

0A02 Europe/ MidtHe East/ Atrica 

Lastfievised: _P6/1?/1S97 


Mon. Oct 18. 1999 Pace12 

04:56:06 PM This system is the property of Cftioark, N A. (New York), snd the kifonnation 

in it is intended for internal pu/poses only. It may contain infonriation that 
is not updated or correcc. Account infoimation shown does not constitute 
an officia! oantr statement or offda wformaKon about sudi accouru. 


^^QMMnTEEMEMBEKANDSlMF 
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Client Fife [983666 CHINQUIhfTO 1] Client Prafiie Form 
• Summary - • - 

Name: I. — ... Expense Code: _ 00565 CQID: 

CH[NaUJNTO_ CHen! Domicile: 

Prospect Segment: B: Trgi AUM>S1UM CNR> S 10 M; Lo-M od GrPot Client Number: 

Acquisition Cods: To Be Determined 

Bankers - — — 


Name: 

SOCRATES E. CRUZ 



Banker 10; 

CSSS 

Title; 

Service Officer 


TyjK: 

PrimarY Banker Team ID; 

EUHOS 

Division: 

PBG - WH 



Required: 

Yes 

Phone: 

( 212) 559 

> 2387 

Ext 

Stmt Oi^Iay; 

1st line 

Fax: 

{ 212) 793 

- 6493 

Ext 

Source: Client ! Account 


Client Telephones 





1 ( 

) 

Ext. 


Type: Bt^tness Telephone 



1 { ) - Exl. 


1 ( ) * Brt. 


1 ( ) - Ext 


1(1- Ext. 


W 

Pi 

O 

> 

n 

w 

R 

C 



1 { ) - Ext 


Mon, Oct te, 1999 

04;52: 1 2 PM This system is the proper of Citibartk. N.A. (New York), and the information 

in it is intended for internal purposes only. It may contain information that 
is not updated or correct. Account information shown does not constitute 
an official bank statement or official irjformation about such account. 


S^MMirrEE.VffiMBH!SAM) SEOT 


5000 

Nigeria 

983666 


Page 1 
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Client File [983666 CHINQUINTO 1) Client Profile Form 
Business Data ■ - ■ ■ 

Company Name; SELEON TRAVELS AND TOURS . ... , Own Business 

Date Started: 01/01/1992 

Nature Of Business; PR|VATE_CH^TER AIRLINE 


Any Useful Details/Changes Anticipated: 

COMMERCIAL AIR TRANSPORT/TOURISM/ ONLY COMPETmON M«GER1ANA1RWAYS_ . 

ON LAGOS-NY ROUTE . .. 

Source of Wealth / Business Background; Inherited _ 

SPECIAL NAME A/C OPENED BY TWO SONS OF GENERAL ABAClUL fflES, OF N|GERIA TO COVER . 
ACTIVITIES OF CHARTER AIRUNE (SELCON AIRLINE CO) NIGERIA/US M MECCA FLIGHTS. . 

WEALTH COMES FATHER IN CONNECTION Wrm OIL INDUSTRY (NHPC)SINCE_NIGERIA_IS _ , 

MAJOR OIL PRODUCING COUNTRY. A/C REFERRED BY PBG LONDON {MA]TIEW/SL . _ _ 

DORMANTA/C SINCE 1996 DEATH OF IBRAHIM SANI. A/C CURfiENaYJ)pRM^ P_ENp[NG .. .. 

REACTIVATION OF U.S. BUSINESS (FLIGHTS U.S.-NIGERIA WITH AMERICAN T^SWR). .._ . 

FATHER OF IBRAHIM AND MOHAMMED. GENERAL SANI ABACHA ISTHECURR_^.MILITWY_ 

RULER OF NIGERIA WHERE THERE IS A LOT OF CORRUPTION IN -CONHECTlpN mniJHE, 

PETROLEUM INDUSIRY,-HOWEVER,-OUR-FAST EXPERIENCE WfTH-TH£,SffiNlRS_pE CHINQUINTO _ -- 

HAS BEEN GOOD AND VERY PROFESSIONAL, ESPECAILLY WITH IBR^W SANL_^C W^_L!SEP 

MOSTLY TO PAY AMERICAN TRANSAIR AND BiaS CONNECTED TO PLANE USAGE. CONSERVATIVE, 
INVESTOR (TIME DEPOSITS). . . . - 


Partners 


(None) 


Confacfs 

Name: .. 1 ' ^ 

Intoraiatim: .. 

IBSAHIM SANI 8, MOHAMMED SANLARE BROTHERS • VAVA ABUBAXAR FRIEND S PARTNER. 

(SIGNERS) 


Mon, Oct 18. 1999 
04:52,12 PM 


This system is the property of Citibank, N.A- (New York), and the information 
In it is intended for internal purposes only. It may contain information that 
IS not updated or correct. Account information shown does not constitute 
an official bank statement or offcial information about such account. 
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Client File {^36^ CHINQUiKTO 1] Client Profile Form 
Clients Financial Summary 

On-Shore: United Stat es Not kteafified , , Asot: 

Off-Shore; UnHed^SJates _ _ 


Estimated - 

On-Shore 

Off-Shoro 


Total 

Current income: 

SO 


_S0 

SO 

Cairent Assets: 

S 100,000,000 

S 10,000,000 

S 110,000,000 

Current Liabilities: 

so 


so 

so 

Net Worih: 

S 100,000,000 

S 1 0, 000,000 


8110,000,000 

US Maximum P8G Potential; AUMS; S 10,000, 003 


CNR; SO 


Liquidity Requiremenls: 

EST. TOT NET WORTH: ZEST. OFFSHORE ASSETS: , 

Other Major Providers and Products Owned . 

Provider: IIBERW MERCHANT BANK EslAUMs: 

Location; . . 

Products / Services: Other 

Comment; -(A/C WO SELCOH ENTERPRISES) UG0S.NIG. 

Provider; UNITED COMMERCIAL BANK EsLAUMs: 

Location; LAGOS. NIGERIA . . 

Products / Services; Other 

Comment; 

ProvWcr: NIGERIAN AND UK BANKS . . Est AUMs: 

Location; .... 

Products Z Services; Other 

Comment; ... _ 


Mon. Oct 18. 1999 

04:52:12 PM This system hs the property of Citibank, NA (New York), and the information 

in it is inlendsd for internal purposes crty. It may contasn information that 
is not updated or correct. Account mfonT.ation shown does not coiistitule 
an ofTicialbank statement or official infotmaliott about such account. 


STRICTLY CONFIDHTOM. - NOT KIE 
aRCUIATION 

SUBCQMMmTE MEMBERS AND STAFF 


08106/1996 

Citi'Adjusted 

SO 

SO 

SO 

SO 


SO 


$0 


so 


Page 6 
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Client File [983666 CHINQUINTO 1] Client Profile Form 


Summary of Citicorp Relationship 


Totai Citicorp Credit Assets Under Management: 

SO 

Total Credit Customer Net Revenue: 

SO 

Total Citicorp Investment Assets Under Management: 

so 

Total investment Customer Net Revenue: 

s_g 


Overall Satisfaction with Citicorp (»{ current client] ’ - - - 

Exceilent • Good Far Poor No History 

Potential Referral Source 

How: - — - ' 

Characterize Client / Explain Any issues; 

PLEASANT/ RELiGOOD — - — 

-- - - -Total Assets Under-Management Elsewhere in Citicofp: 

Location Estimated AUM 


(None) 


Special Considerations 
Business/Professtonal; 

A/C REFERRED BY PBG LONDON (M. MATTBEWS) 
I. SANI KILLED AIRCRAFT ACCIDENT 


(liquidity needs, new business, future credit needs, standing instnictions) 

Personal: 

SPECIAL NAME ACCT.- OPENED 11/15/94 TO REPLACE GELSOBELLA #1O26612S/CLpSEp_F0R_. 

BREACH OF SECURfTY/PRINCIPALS: IBRAHIM SANI/MOHAMMEO SANl/YAYA ABUBAKAR , 

TRANSACTIONS MUST BE SIGNED BY ANY TWO.- CODE NAMES MUST ACCOMPANY TRANSFER . 

(reUremenI, educational needs, special care, taxes, standing instructiorts) 


04'52'1 2 PM This system is the property of Citibank. N,A. (New York), and the information 

in tt is intended for internal purposes only. It may contain information that 
is not updated or correct. Account information shown does not constitute 
an official bank statement or official information about such account. 
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Call Log 


Client File [983666 CHINQUINTO 1] Client Profile Form 


(None) 

Operational Considerations/Cautions 


Last Updated By 

DAVID SPRINDZUNAS pgg . 

Service Officer SO Europe/Middle East/^ca 

( 212) 559 - 9971 Ext. Last Revised: 07/09/1997 


Mon, Oct 18. 1999 

04:52: 1 2 PM This system is the property of Citibank, N.A {New York), and the information 

in it is intended for internal purposes only. It may contain information that 
is not updated or correct. Account information shown does not constitute 
an official bank statement or official information about such account 


Page 12 


STRICnr CONFIDENTIAL - NOT FOR 

cmcuiAnoN 

SUBCOMMITTEE MEMBERS AND STAFF 
ONLY 


CS007170 



A.d4r««*] 


coustrjrt 
fovsaJ. cod* I 


Sotag <m JatenBddiAriea : 


Plan 


dagMlfieatioa 


i 

aecp3«nt 
Typo 1 
Source I 

I Direct 

i Direct Kexkating 




CovBitry: 

Country: 

Country: 


T*X»phos« tiosstlott s 

'i7i-so»*9o'so 

0171 SOS «012 Lrondcm 

171 508 8073 


A97183098 


Stracav CCNJIDENTM - NOT WK 
NEMBS® 

QWX 
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Coifaiaed ClienC Frotile / Account Plan 

( to bn aas'.pjetsd only wftaw ag^lesbla ) 


riamciMl D0ta.ilM‘ PerMOztMl S^ane« 3bB«t (US&tX} : 


Couatry Xboom JUasts !jlaJ>lliti«a Kat Worth Oaabora/Off 


Total Wat Worth 


Prlaetpai Biiaiaaaaj Trading, importation of ptazma gooda, airline ainoat (yearn onl^i 


teeivifclM / Sourcaa o£ W9*lth: 

Source of wealth i# frocv an airline bualnaan, and a volume trading feualneaa In pharmaceutieal:’ 
gooda; also auppliea for govenwent-tendered engineering projects 

Sat HW: dlOOM>1 


Jtotef <m WeAlth flas ; 

True economic owners - REDACTED 

Tranaactioa profile: regular significant Isflova by tt, repreaenting earsinga from trade 
tranaactlans, coRtniaalona paid by pharmaceutical conpanles, and auxpluaaa moved from other prim 


Losg T«rs £ro»pactA-«ad opportualtiaa 
{ Plans tor de^aning the relationship over 
next l^Syrs) 


tatast updated: ‘ 
Trevlouely updated: 


Long-standing global xelationahlp, with us Coc eight years, with regular contact. Punda are 
used actively as support for a range of projects such as coajaodity In^jorte, 

supporting tenders for reejor public sector contract# etc. ‘Hfe haTs provided trade finance, 
overdraft facilities, and fiduciary services, mvesteents have been discussed, but liquidity 
aal LTV is usually a hey requirement, so assets have tended to remain in cash. Lets of 

potential to do further deals going forward - it will be very much In an opportunisitic baale, 
aa offaro crop up. C 2 nt has bean good, snd we are one of several favoured banks. We continue 
to e:^lor8 opportunitiea on a regular baste. 


smenx coNFBENim - not k 

am 


la/u ptiattO 


CS003252 





£«I«tiescialp Tickles Sotmm : 


REDACTED 

'•Faxes McraT b« eoaftrwied by phone. Code list In operation ia 'StatemenCB' desk file. 
1T/Ii/5S hia Diner# card. 


Freferred Visa for 


REDACTED put in S/x H/9/9S. 


22/9/95: Anex card# received for^^PACTED Placed in Safekeeping. 17/11/9S REDACTED 
collected his Anex card. 

lB/i/9S: . '■* eeleohoned vith the sad news that RID^CTEO killed • REDACTED 

funeral is said ts have taken place 

in J xaporcs coafirwed in Katlonal press. 

Diners notlfiea/Aniex notified/CM sent to Jataas Vemon to notify Preferred visa. 


I d/S/9d - Amex card nu-iibar 


pieced in S/K for 




.ctt® 


‘ 11/96 he sdding his brother to the accounts; I asked him to send e CotbwI 

i authortfy. - 


Account Officer’ s Name 

Signature 

Date 


STRICTIY CONFT3EN7IAL - NOT FOB 
•CJRCUIA'nON _ ^ 

SUBCOMMrnEE MEMBEES AND STAFF 
CMY 
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Individual Participant Profilp 
Client 




EEBACTED 




Full Name 
ParOcipaUon Type 
Language 
Rsfarance Qirrency 
Participant UBN 


redacted 

individuaj 


English 

linked suite* - DcBars 


30S382 

305526 

300390 


jj£DACTEO 


Inltliaon Date 2-l/0i;98 10:44:00 


Nickname 

Salutation 

Aii3* 


kebacte® 


Alarta Oo fiQttelephoneCIfenUnNIgerta-see 

Roles and Functions In this Relationship 


cnranunication prsiefsnce notes. 



Role In Relationship 
Initiation Data 


CKenI 

21rtJ1/se -10:44:00 


Other Functions: 


Primary Rel^kmship Confad 
Pnvary Oec/ssw Makar 
Power of Attomay 


m 

f“ UmHaliona 



Other FurKikms in the RelaHonah^ 


Address information 


Heme 


Business 


Prof, p 
Pref. p 

Pref. ^ 


Ptioan/Pax Inharmation 


Phone 

Phone 

Phone 

Phone 

Phone 

Phone 

Fax 

Fax 

Fw 

Fax 



Pref. 

pr. 

Pref. 

r 

Prsf. 

r 

Prat. 

r- 

PraL 

r. 

Pn(. 

r 

Prsf. 

s 

Pref. 

D 

Prsf. 

n 

Prsf. 

r 


Bmall Address 


Parsonal and Instructions 



STKICHY CONfIDENnAl - NOT 





aSCfflATION 

Gender 

M 

Citizenship 

Nigerts 

SBECOMMUTEE MEMBIBS AMD S 

Marital Status 

Married 

Domicile 

Nigeria 

CNE? 

Date of Birth 


Residency 

Nigeris 



CS002734 
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Buslne«a Nam* REDACTED Job Tltl* n/a 

Occupation Businessman Tax ID n/»- 

Passport Information 
Professional Background 

REDACTED 


Additional Personal Information 
Instructions 

Mailing Status 

'Hold all Mail Sand all Mail Other { 

Communicata To Client via 

Ix Pax f~ Letter f*" Telex Telephone 

Accept Clients Instructions Via 

pf Pax (*” Latter f~ Telex Telephone 

pf Communications Waiver on File f” Production Restriction Information 
p* Standing Instructions on File 
Communication Preference Notes 

Any contact has to be made vi»<gi;,DACTEO . yjgn the 8.0's Satellite phone's or fax no. "incoming 

or outgoing faxes MUST be confirmed by phone. 

Pricing Instructions 

Slandard pricing on deposits ^.25% spread 

Interests and Affiliations 

Special Interests interest level 


Other Interests 
Not Known 
Political Affflfadons 

redacted 

has no political ambition or affiliations. 

Charitable Interests 
N/A 

Degrees and Cartiflcatiotts 
Not known 


He personally 


STSICIXY CONFIDENTIAI - NOT FOR 
OBCUIAITON 

Sources Of Wealth SUKBMMirmMEMBEESAND SEOT 


Sources Of Wealth and Current Financial Situation 


5002735 
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UQng-standmg global rolationshp, with regular ccotacL Funds are usdd actively support fer a range of projects 
such as a charter aihina, commodity impofts. supporting tendera for major public sector contracts ate. We nave 
provided trad* finance, overdraft fadiities, and Sdudary services, bweatmwtts have been discussed, but liquidity 
and masimufT! LTV is usualty a key raquiremant so assets have tended to remain m cash. L«s of potentiaj to do 
further deals going forward - it win be very rrsicft nan opptHhH^ifc basis, assure ctop up. CNR has been good, 
and we are one of several favoured bsnKs. We continue to explore ^JOrtonMea on a reguiar basis. 

Source of wealth is frorn an airline ousiness, and a volume tradina business ir ohannacsuticat goods; also supplies 
for government-tender^ engineering projects. Trading base ( ' visited by M-Mathews. J 


redacted 


n November 1997. Main businass *. 


AiTiSfical Airtines. Thayowrt and occupy a large building : 
employed. 






;ES) 


•, Aircraft leased from 


Approximately 50-70 people 


redacted 


Transaction profile: reguiar significant inflows by TT, representing earnings ftom trade trartsactions, commiasiens 
paid by pharmaceutical companies, payments received to respect of Haj b^Jat REDACTED 

REDACTED a!s« payments from LNG (Uguifiad NMural Gas Co), and surpluses 

moved from other prime tsanks krwwn to t». 


<ir 


‘W- 


Average transaction size USS1rrm-Smm, up to 3/4 x per month. 

(client also deals with n ex-PBG a/c officer at Credit Suisse, amongst others). No cash transactions. 

Trade deals are tovariably of a large size, with large profit margins in Nigeria, which explains the size of the inflows. 


RELATIONSHIP STRUCTURE:- 


305382 1994 

Signatory on this account are . rtS-^ any one to sign. 

■■IMPORTANr* Limtted Power or ARomey grented to* ^tS.1>^''T(coirtict details In Marketing Addresses) - see 
Power of Attorney documerrt in Account Opening on Imaging to check specific powers. Generai guide - open 
discussion allowed. det>il3/cha^3ftx>rTowings not allowed. 

300890- -opened 1987 

Courtesy account 


Signatory on this account is. 


opened 






Wsa/tfi Plan Notas 

17/11/95- ■p^OA.^'^IJecied his Diners card. 

Preferred Visa for put to S/K t1/9/SS. 

22/9/S5: Amex cards mceiired for ^A^^PIacsd to SafeKeeptog. 17M1JW ^.yCiS^ soHedadfosAfflex 

j telephoned with the sad news that;_gL^ACt^^|jjy^ ^ 

The funeral is said to have taken ptace to ( ^^'Raperta confirmed in National 
prese-raners rtotifled/Amex notided/CM «ent to Jamee Vernon to noti^ Prefeneovtoa. 

8/5/96 -Amexcertf acaACttP ptoadln&Kfor* 

1 be adding his biothe^^pA'^to the accoonU; 1 asked him to send a formal aulhority. 

IncomaNotaa . 

Substantial funds with other institutions 
Asset Notaa 

Liability Notos 
None to our knowledga 

(ncome {$) 

Type Descrfoiiofl Amounf 

Investment Incorrw Iran dapo^ with Cfti 3,000,000.00 

investment Income Rent fort ' b£J>aCT^ 150,000.00 

investment Income Rentfrora OMwfaa 500,000.00 


STEICTLY CX»^nDENTIAL - KOT rO 
aHCULAHON .-...-r-.T 

SUBCOMMuTTEE MEMKHS AND 

c»n.Y 


^ ^^02736 
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Investmant Incoma 
Other 


Return on hinds held vvith 
REDACTED . 
Salary/comm from tnding 
activKfesr REDACTED 


250.000.00 

1,000,000.00 


Total 


<1,900,000.00 


Assets ($) 


Type 

Cefegoo' 

DasaipHon 

CX Amount 

Othsrlnstftutko 

Verified 

Amount 

Liquid Asset 

Cash and 
Equivalents 

on deposit with Citi 

55.000,000.00 

0.00 

n 

55,000,000.00 

Nan-Lkjuid Asset 

Business Interests Trading companies 

7,000,000.00 

Q.OO 

n 

7,000,000.00 

Non-Liquid Asset 

Real Estate 

Residential - Victoria 
Island, Lagos 

1.000,000.00 

0.00 

r 

r 

1,000,000.00 

Non-Liquid Asset 

Real Estate 

Germarry • corrvnerial 
property 

S, 000.000.00 

0.00 

5,000,000.00 

n 

Non-Liquid Asset 

Real Estate REDACTED.officas in Lagos 

5,000,000.00 

0.00 

5,000,000.00 

Non-Liquid Asset 

Real Estate 


2.000.000.00 

0.00 

r 

2,000.000,00 





Total 


75,000,000.00 


Estimated Net Worth {$) 

100,000,000.00 

Calculated Net Worth ($) 

75,000,000.00 


STKCTLY CONProENTIAL - NOT FO 
aBCUXATTON _ 
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RELATIONSHIP SUMMARY 

ReUtionshlp Nama 
Relationship Manager 
Relationship Status 
Maiitat Region 
Market Segment 

Value of Relationship 


redacted 


redacted L^upd.» 

Ahmed. Or Naveed 
Client 
Emerging 
Entrepreneur 


M/OS/sa 19:18:00 


Relationship AUM 
Relationship CNR YTO 
Relationship CNR Last 12 Months 


59.000,000 

140,000 

90.000 


Relationship Source 

B.0'3 account introducad thorough uncle REDACTED ). A/C since AprifaS. 


Citibank Contacts 

The oniy contacts. should be: 

Dr Naveed Ahmed: P8Q London 
Melanie Hill (Walker): PBG London 
Michael Mathews; PBG Geneva 


Relationship Team 

Name Role Comment 


Ahmed. Or Naveed 
Sahl. Sharon 
Hill, Melanie 
Kusoglu, Belma 
Marsdan, Oion 
Rodgers, Gordon 
Myers, Oebra 


Relatiortship Manager (Lead) Lead PBG Staff Member 

Relationship Manager (Back Up) 

Relationship Manager (Back Up) 

Relationship Support Team Member 

Relationship Support Team Member 

Team Leader Teem Leader 

Administrstcr 


STRICTLY CONFIDENTIAL - NOT FOR 
OECUIATION _ ^ 
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KYC DEFICIENCIES 

Date: 2-5^ 

Re: redacted 


anBAN«s 

Account Documenutioa Unit O 


Maker ■? c Senate Permanent Subtammito 
on Investigations 






Beneficial Owner Details • nanw < addressee - references • passport 

Ale. '''vxj-v-mS. xi REDACTED ^ Vack-oc^jcj* 

Source of wealth 


Business backgrounds 


i 


Business aflUUtloDs 


Source of knowledge 


Public figure • investment centre bead approval 


Use of account 


^97185094 


^ Type, volume and frequency of transaction through account 


^ Client profile for all account holders 


Source of funds used to open account 


Other details 


for 

S^MMmmMEMBERSAND STAFF 
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Senat9 Permanent Sutxsomtnittee 
oninvBsligatons 


EXHIBIT#. 


33e. 


PER’ATE BANKING GROUP 
Call Plan/Call Renort 

Name: IBRAHIM SANl Private baaker: ALAIN OBER 

Address: LAGOS, NIGERIA Accompanying officers: L. GENTLES 


Phone 


Type of call 


Ga 




’f'rofilmg/needs analysis 
Service 


Date of caU; FEBRUARY 28, 1992 

Location of call: PBG-NY 
Existing cEeiU (or) Prosp^ 

Current Busioess Asset CNR 

Presaitation/proposal Account Opening 

Follow-up Telephone 


CaU Objectives: (resources needed, possible obstacles) - Advance vs. Continuation situation. Problem, 
ImpUcation, Needs-Pay-oH' Questions to ask 


Chairman of 2 air charter companies, "Selcoo Airlines" and SABACO Ltd" (Lagos, Nigeria). 

Already client of PBG London (M. Mathews). 

Deal with American Trans Air a U.S. charter company, attempting to compete with Nigerian Airways on 
the N.Y. -Lagos route. 


Results of Call: 

Wants to open a joint account (with his brother Mohamed): $500M to IMM will be invested (potential 
use for O/D line) and S2MM in/out every month (with 1-3 weeks use of funds) via 3/4 transfer^weekly. 


Wants a special name a/c to reduce fraud potential. 


FoUow-up/Next Steps: 

Will come to N.Y. in 2 weeks to open a/c. 
Check reference with M. Mathews. 


Focus for Next Cnll/Planned Date: 


8.niKnV CONUDENUAL - NOT FOR 

S&MEMBERSAI® STAFF 

mst 
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To; 

From: 

Date: 

Subject: 


CMEA 3-MAR-92 17:55:00 002728 
Alain Ober { USNYC : PBGWH) 

Michael Mathews (EUIjON:PBG) 

TUE 03-KAR-92 17:55 GMT 
Re: Ibrahim and Hohamed SAW, Sigeria 
From: Alain Ober Date: FRI 28-FEB-92 21:39 GMT 
Message m: CMNA 2a-FE8-92 21:39:14 000768 



Ibrahim and Hohamed Sani are the son and adopted son of Zachary Abacha, a well- 
connected and respected member of the Northern Nigerian community. He has given 
his sons power to operate his accounts, and for the last three years they have 
been trading commodities through us, and the account has operated entirely 
satisfactorily, although balances have fluctuated wildly. 

In contrast to other Nigerians we have dealt with, I have found Ibrahim and 
Mohamed unfailingly charming, polite and, above all, reliable, and I have a lot 
of faith in their ability to deliver against their commitments. They are 
clearly looking for new avenues in the competitive jungle that is the Nigerian 
economy, and some may succeed, others may not, but they are clearly target 
market by association, and the section of the Nigerian community that we 
should be dealing with. 

** Type return to continue **, F to finish: 
device margins/ basic modes 150 49 COMMAND file HELP EXIT 


Ibrahim and Mohamed Sani are the son and adopted son of Zachary Abacha, a well- 
connected and respected member of the Northern Nigerian community. He has given 
his sons power to operate his accounts, and for the last three years they have 
been trading commodities through us, and the account has operated entirely 
satisfactorily, although balances have fluctuated wildly. 

In contrast to other Nigerians we have dealt with, I have found Ibrahim and 
Mohamed unfailingly charming, polite and, above all, reliable, and I have a lot 
of faith in their ability to deliver against their commitments. They are 
clearly looking for new avenues in the competitive jungle that is the Nigerian 
economy, and some may succeed, others may not, but they are clearly target 
market by association, and the section of the Nigerian community that we 
should be dealing with. 

** Type return to continue **, F to finish: 

Let me know if you need further information. 

Best regards, 

Michael 


Delivered: TUE 03-MAR-1992 19:08 GMT 
Command : 

device margins/ basic nodes 157 


10 COMMAND file HELP EXIT 
STUCTLY CONFIDENTIAL - NOT FOR 

CffiCULAHON 
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GImt Naim: 

Nammmmdbf: 


! 

Out; 

OSfcnr 

Tburidiy, 29th July 1993 

Midiael Mathews 



Mlmdbf: 

?BQ 

Typa o( commutioK 

MeetB%fa41 Berteley Square 

TypaeiCat 

Needs Analysts 


Cl* eiftctmK (Protimmilmpieaak m^ ffm/undt 

To oixiaa ooTKiva CO & miadcmhip that hss gene qoiet of latCv 


isoiwof JOB*, who toge^ with 5 wive booncMca erf thefts 

^ ^^lhcpe« traded Mwgirtftmi^iw. with vr^tm^«dfaflfeTm!Briyh»veh<>mmMnfartanng!agri 

I imposed bilkts. We therefore had vay regular couaci in the pen, U»ixh my liotojMtaiz^^lliekjmkraeocxsnstkA k 
the inornert, however, i* their gveaaire in Nijteri*. ailed t _ REDACTEU- - 


¥S3>^^_ . Tte som aiie deligh^ fcflowa, and we have bmlt a good'ndatiocithip ovtr the ywx, hqt Eke everyooe in 
b^^ria at the rrKvnent they are being plagued by the uncecoinQr caused by the chaotic poiihol stnation in thdrcocDStiy, and 
I the bxxdc-oaefflaa it bai had OQ the fausioess community. No {»e is gecing paid &r Govgamea coca r aai. foreiga exchan^ 
j is ooc availabie in aafiiciaa qaandoes, and inflatiCA and (he exchange nte are oot cf controL This pots a severe stnin on 
i acycne ddng basineas in ar the momeot 

tells me that N<«heniefa fa t!» South ate returning » their home*, jua Hce Soothesners are letnndng to Lagos, and 
Ibce to the EasL 'TTua hat diatiiKt aoderooes of ttibal strife, should the Pt es ideo a ai vacunm not be reaoJved aoca, 

Iiemiocfcd^O^^^^thaotrrelatkMihip&aBanaxoaotpofatofviewhaddro^^ Hie family are well *w« of 

diia, VKl ate aying to recd^ the but, as I hiliy understand, conditions are tough jnn now, and we will have to be 

pwi^ fn f»w< nf I yvig If sod whcs thfags pk^op fa bTigcna, tw wOl bc dMtff mam ofbhcie ba&k: 

4>. and stand to benefk &om any deals that they enter fato. They also have started in acctmc, fa ray saggesticio, with Alaia Otxr 

JaPBGtfewYcA f^N,nv. _! 1 

TlwsaiMMlv ContmMtioo Cll«nt Ng 

Cot™™,- OocuiTiKrtitiM T IrrvMtment J 

UmitiDKii, 1 OfW«io™ 1 

‘^^°''»«l>°»»l«n=« J SAmntfllt i 


Pwm a nftf 
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Appendix IX.l 


NUMBERED ACCOUNT OPENING FORM 


Client Name: ^ 


Client Address: kC^ 




D,.c: (IJL0M. 

REDACTED) 


Number 


Radonale: 


iLi ckLffJr’x^ ^ 

^4] r^tuid LcffK^q civ^ ammt m 
" k « fi/l(hAa^ Oyfe 

C3^ m t'fi-fLoJr^^ ^cUMt ct-rbiy^ # q\a^ 

^ ^t^ju} /y[aJu^. Klxj&fiOAA ^ (md mda^® 

REDACTED ' h '(.S GMce/A^oC ct-^SLif' OA (/Xi 

dv^ firn^Pld d't^UX'h Um^ k\c co/c r^iyui 'A) iko^t U'Ca/. 

Persoi^o nave access: PBG-U^CIHead 


(maximSmS) 


Approved: 


. /W\CUj^ a 

Compliance Officer 

-CL^/f^chk-f fk 7 ^ ^ 

. U SiMfiu M\ etkOi^^ ar^ Cana- 

'^MjSkaAt&qd ^ 


r, 

hiiAO/l(i 




ate Banker y 

It 






SXSKHIY CONFIDEKnAl - NCT FOR 
^ffiCOMMITTEE MEMBERS AND STAFF 
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; L (jsilK . . 
, ■ 

? kMlM. 

?> 

1' ictK M ■ 

^ f^ACHAAi - 
C OjQLA^- 
7 ■ 

I 7mA. 

7‘CoAA 

10 JAAis 

II Ao^o 

(7 Aso^aiAAO 
IS KA^Ti 


1^ Mj-tLASS . 

OAiO - 

1^ [\oLLM^£-^ 

!/_ PUjJAfe 
|g ^JA^\ACAK^ 

1^5 MO^ADl^tiU- 

70 jAYolA • 

71 SmTH^iATE • 

77 CoATAoT . 

7A 

^4 AaaA^ai i 
7 A . 

f>^(t /kA (fv 
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G II ISAM K- 
&iTico(e.p ceAizu, 

AY. ,. 
AY'. L C^T i^S- 



(JA/ 

b, 


t)£Ar Sv_ 

\)\t U U:i- YLCJpJt ffYiil (A 

cba^TJcna Yaou-flk, YffX. Y.vji (4f\c{.i^ 

Q^^qkt ■'Alfe, OV'styulAYiL^ ]A1 aJXia1:0V 


Yi.0(]3AQAa ■ I 

V Ml MMmC. (MAi^odd^Aa sl\q^il U Mv 


“ £7.5^ 

W^jp Uv 0 top — 2^=- — xJ 

M T>lU3.)r_bf IaIlI ^ 

^ M o fiw c 'At /(* >1®^ 

4,^ku iVi H« 'f ®‘*‘' Y M’MM/i 

Vlof^4l fV«^ toSotetAr iC«»«[ X 

C/rtiA«U(ATo YicoimY . XoA<^ Vky "Am fw 
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CHINQUINTO - DDA IH03364S6 FUNDS TRANSFER CODES 


DO NOT Rr.MOVF. FROM FILES 


1 riTTING 




2 KARIM 

3 BAE 




^ 




4 KURMA 






5 BACHAN 







6 GOLAS 

m 


\ 

■ 1 

j : 



7 MUNCHEN 



1 





8 KURA 


- 

1 





9 NICOLA 



i 




10 JANTS 



; 





11 KOMO 







i 



12 ASOKTJMBO 





1 

j 

: 




13 KANTI 

m 










14 KWALABE 











15 JATO 











Ifi HOI,LA?fl)ER 











17 PUNJAB 

Wjjk 











18 NAGASAKI 













10 MOGAniSHII 








I 



70 TAYOT.A 
















1 

























! 











1 

1 


— 


- 







IsOTcn 



L-NOI 

FOR 








SUBCX» 

CNDT 

ftHTTEE 

;so( 

MEMBE 

196 

iSAND 

1? 

IMF 

A 
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f U. K. 




Ouyw- "hniph- 


j, Si^z^kl 

4; rAM^O 

kviT£.A.\ 

4 omiB 

7 gArtlgU 

y TlLUA^; 

msuM 
iQ ^AOTI 
11 KAAAeA 

A V^AYA 

15 ,^ TeftAR 

14-, yt\i5A:^A 

ir TATOQ 

i; m^h 

lsmA 
lg, «5MT)1('\Y 
lOAiAie 
':j0. 

21, 

UlTActte 

' 


- Co^ -. 
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lei 

CaTi ■ 

Si^UPdL^ 

* L-CJT'JliSTi - 




REDACTED 


y.^Sh' SVT' — 

I wnOv ^ \>U;vrj^d? 


REDACTED 


REDACTED 
£7 

\;5^dU is o\ W Wimw. • 

v^a ut„ ^ fc fe 

O^ Wb-f-Av ^ 

\ic,lC -.s ^ i- 

\)cju« . V ^ 

- tl MDACTED (t 

REDACTED ) '^ ^ - t— br OW? 

w, , ^ 

J "-^ ( _^ rVp'YtAA-^ 

%,^\c ^ P 


redacted 
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FACSIMILE 
Page 1 of 2 


ClTIBAfK O 

THE CITIBANK PRIVATE BANK 


TO: 

David K Marsden 

Matthew Arnold & Baldwin 

FAX: 

01923 215000 

FROM: 

Melanie Walker 

DATE: 

11th July 1997 

SUBJECT: 

a 


REDACTED 


Dear Mr Marsden, 

Further to your letter of 20th June, 1997, we confirm that the above property will be 
purchased in the name of i redacted 

As 1 mentioned to you on the telephone, this is a cash purchase and therefore will 
require little in the way of security documentation at this end. We wiH simply 
respond to your request for funds when exchange and/ or completion takes place, 
obviously with the consent of our client 

I attach the bank reference required for the service charge. 

Please let me know if you need anything else at this stage. 


With kind regards. 
Yours'Shcerely, 



(feljmie Walker 
iident Vice President 
i CniBANK PRIVATE BANK 


SmtlCTLY CONHDENTIAL - NOT 
dSCUIATfON 

SUBCOMMirrEE MEMBERS AND £ 

ONIY 


41 Berkeley Square, London, WIX 6NA 
Telephone No. (44 171) 508 8050 Fax No. (44 1 71) 508 8076/8022 
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THE CITIBANK PRIVA TE BANK 
LONDON 

Account Holder Mailing Address 

30S382 

REDACTED 


STATEMENT OF ACCOUNT 

01MAY9S 



STRICIIY OMDENmL - NOT FOR 
CIRCULATBDN 
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STATEMENT OF ACCOUNT THE CITIBANK PRIVATE BANK 

01MAY97 LONDON 


Account Holder Mailing Address 

305382 


REDACTED 


Period: 01APR97- 30APB97 


Account No. 0/305382/027 CALL ACCOUNT USD StatementNo. 26 PageNo.10f3 


Date 

M Uo. 

Oescf fpf/on 

Value 

TransacifOfis USD 

Daily Balance USD 

Q1APR97 

OPENING BAUNCE 

2,525,879.29 

01APR97 

3970913341 

TRANSFER 

01APR97 

895,500.00 




BY ORDER OF CITIBANK LONDON 

DETAILS: VIA MIDLAND BANK ff^T. DIV LONDON 
0/MR ALBERT EJIMOFOfl.LONDON 

FUNDS CREDITED UNDER RESERVE 

SUBJECT TO RECEIPT OF FINAL COVER 




01APR97 

03APR97 

3970934016 

CABLE TRANSFER ORDER 

03APR97 

397,550.97- 

3,422,379,29 



PAYMENT USD 397,500.00 
+COMMISS10N CHARGES USD 41.11 
^OST/CABLE CHARGES USD 9.86 

BEN: NAT WEST OVERSEAS LOND 

FAVOUR; AIRFIELD SERVICES LTD 




03APR97 

04APR97 

3970943307 

TRANSFER 

04APfl97 

4,500,000.00 

3,024,828.32 



BY ORDER OF CITIBANK LONDON 

DETAILS; VIA CITIBANK NEW YORK 

0/FlRST BANK OF NIGERIA LTD LONDON 

OB STANDARD CHARTERED BK NEW YORK 
JASCMO 




04APR97 

0SAPR97 

3970983379 

TRANSFER 

07APR97 

293,970.00 

7,524,828.32 



BY ORDER OF CITIBANK LOffffiON 

DETAILS; VIA CITIBANK NEWYORK 

0/SUNSHINE BUREAU DE CHANGE 

0/8 ECOBANK NIGERIA PLC 

LESS THBR CHARGES USD 30.00 




08APR97 

09APR97 

2970981126 

MONEY MARKET 

09APfl97 

4,793,970.00- 

7,818,738.32 



09APR97- tSAPR97 




09APR97 

BALANCE CAflRIED FORWARD 

3,024,828.32 


Citibank, NA Incorporated witb limited liability under tbe National Bank Act of Bie U.SA,, registered at the office of the Comptroller of the Currency, U.S. 
Department of Treasury under Charter No. 1461 with its Head Office at 399 Park Avenue. New York. NY 1 0043, U.S A. Having in Great Britain a branch 
registered at Canjiff with N0.8ROQIOI8 w^er Schedde 21A Crsi^es Act 1385 wifh its principaJ ofSce location at 336 Sfrand. London WC2R 1H8, 
Citibank, N A is regulated by SFA & IMRO. VAT No. GB 429 6256 29. Ultimately owned by Citicorp. New York, U.S.A Unless this office receives noxe in 
writing to toe Senior Brancto Operations Officer within 30 days of dicpt^ to you wo will assume that find toe above information to be corrisct. 


sassn.'Mifezassio 
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A97287I2I 

. ; ■■ ^*^ - V-Ji^^ r^ . 


Dg-^-9?- 

A97287I2I "T" 




RELATlONSHIPnLn 


KJ£_^ 

Stfe. - - 

£). \. '(ils:^\i>'^V'^ \^V" ^ 

cvsir 0^ 'vv^ ^ 

r REDACTED _ __ 

•4r SrLv.4 w W mfi.ew(v^ T^« 

b?^ 6>si*mM Ste<is Wi CO &^<, 

A'l.w'jtc.s oi^.ww 

g ).^T.g^.CTT>; '■■ _ 

'Tfci?. Feoceeiis "V?. S.«.ppi££ 

6F ?tTK)U.ui«\ ?R>steuiS Siorce. I 
(W<fUNt5 

SwWS TXi Z^k, IV^U) \^ 

[•^ !pj[UA<2-<£ . 

©• *sT\LL- (2£.mt^STi '^crv(^ -/V^rcvU redacted 

„„c™. , llr 'f'!^ 
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Citibank N A 
41 Berkeley Square 
London 
WIX6NA 


Tel: 01715088000 
Fca: 01 7J 508 8076 
Telex: 261515 


TfiB CmSANK PRIVATE BANK 


PRIVATE AND CONnDENTIAL 

9th April 1997 

MrEUias Preko 
Goldman Sachs 


A97287124 


redacted 


f-IU* { 




Re: REDACTED 


The above named individual has held an with us for over seven years. We consider 
him to be respectable and trustworthy and we do not believe that he would enter 
into any commitment which he could not fulfill. 


This haxtk Is not a credit reference agency within the terms of section 145(81 of the 
Cossttxner Credit Act. Disclosore of the content and sonree of this opinion is HOT 
required hy the Act. All persons are informed that this is a strictly coniidentisi 
response to « request. It is not foarsnteed and may he incomplete, any statement 
on the part of thfa bank, of any of its officers, ms to ths responsibility of standing 
of any person, firm or corporatlott, or as to the value of any securities, is given as a 
mere matter of opinion for which no responsibility, in any way, is to attach to this 
hank or any of its officers, rorthermore, no offer of solicitation on our part with 
respect to the sale ox purchase of any securities is intended or to be implied. 

STEICIXY CONHDENmi - NOT FOR 

aBCDIAllON 

StJBCCtfdMrrrEE MEMBERS STOT 

oNiy 


CamJroiirr of A. Cufrrvy U.S. Drparrmfni ^ Tnwry imttr CSancr No. SMI mOk la Hrad m 399 .AvMc. Nor Port. UY fWJ. 

f Ta MarJit .< G<roi BriuuA « brxJ2» rrxtwooJ at Canlfff --ick Net 8aOOII>IM Wrr fc*r*ir 21 A Ci—powt Aa 
Ukooo^ V 3 S 6 SiTwi. itWiK iraf! IHS. OrU-itt. H. A. H rrr»Wf tn SfA A lUKO. KtT No. <3 <25 S 2 S« 29 . 
ilifjmoJrh bj Grt'oorp York. U.S.A. 


rg priATipal 
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CONPJRKATION REPORT 


TRANSMISSJON 

TRANSACTtOM(S) COMPLETED 


NO. DATE/TJMS DESTINATION CVSATlON POS STATUS MODE 


B51 APR. 9 15:5-? 0171 774 1700 O^OO'AI' CGI OK N ECM 


STEICIXY CONFIDENTM. - NOT FOS 
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Facsimile Cover Sheet 


To; Melanie Walker 

Company: Citibank NA 

41 Berkeley Street. London W1 
Phone: 508 8092 
Fax: 508 8050 

From: Georgina Robbins 
Company: Goldman Sadhs International 
Phone: 774 1529 
Fax: 774 son 

Oats: 22JOm7 
Pages including this 
cover page: 


Comments: Bank Reference Request 

Flatter ta our ttteptiomeonvwxatiM: REDACTED has givwi Citibank NA a* a 

bank laf aranc t . IwouWtegrataftiiayoucoiiMplwiraapoiidlnraapactoftte 
Intewing namaa. All I nfntm a nnw »>a ba kapt In tte at rt ela at co nfi Oanca. 




{ Ciimt Name. 

lU BN^OSJgZ,. 

RELATIONSHIP HLB 
1 Doc. No. 





REDACTED 


It wouki te halpM If you coukl pleaM commant on the foUowing. 

• Is tte acoaunt kapt In good standing 

• Hew long hava tte above been dients 

Have ite account been tppraved under tte UK Money laundering Reguiatians 

• Any outstanding debt or loens 

• Any lelevam credit intxmabon you can supply eg sudden overdraft, bounced cteques etc 

• Generalftnandelitatiis. weelth, reputationolttelaent 

• Any other reasons why we should not do bueinoeswKh these dienis 


Thank you very miKdi (or your help. Yours sincerely, 

Georgina Robbins ^97 \ 9 7 fl r 

Equities Compliance 




STRICIIY CONFIDENmi - NOT FOR 
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CitihcsnkNA 

41 Berkeley Square 
London 

WIX 6 NA CmBANK PRIVATE BANK 


Tel: Om 568 SOSO 
Fax:Q]7J508 8076 
Telex 261515 


PRIVATE AND CONnDENTIAL 


Youi Enquiry dated:; 23rd June 1997 
Date: 23rd June 1997 


Re REDACTED ^ 

The above named has held an account widi us for seven years and we consider him to be respectable, 
trustworthy and good for normal banking requirements. 

The account is in goodstanding, with no indebtedness at p r es en t. We ftirther confirm that there have been 
no paymeit incidents on the account 


This bash la not a eradlt nfareaoa agency within tha of sM±iett 145(8} of the 

Conaomer Credit Act. Diadoenre of the contest and sonzee of this opinion la KOT 
required liy the Aot. AD pexeons are isibnned that thla la a atrietly confidential reaponae 
to a request. It la not guaranteed and may be iaoompletey any ateteroent on the part of 
this bank, of any of Its offioars, as to the responsibility of standing of any peraonf firm or 
co r p or ation, or as to the Talue of any securities, is given as a mare matter of opinion for 
which no reapoaslbfil^y ia any way. Is to attach to this bank or any of Its officers. 
Pnrthermore, xw ofCsr of aolicjtaHon on our part with respset to tha aala or pnrehaae of 
any securities is intendad or to be Implied, 


strichy co^ENmi - not for 

OBCUIAT ION 

sDBccadMirrEE misEEs xm staff 
eWEY 


e fCeiiitrrre mta* afCUIba>i, f(.A. iwixya aM Bmine UmUllt^ •mJrr Neiimio/ tOft Act of lU UXA.. rryturfw/ a> titt afSkr Mir 

Cotnptmlltr of rite Cmctokj. U.L Otfofomett «j'T>»ii «7 modt r Otrnmr fio. I4fl •idt ia Mtod " J99 fari Awomr, ffnr fati MY ICOfJ, 

U.S.A. MnW.f M Cmtt B/tmm • Wondi rrtiumJ or CarM^f wMl No. MXVO/I atJor ScMait IJA C omu om/a Act /HS iu pHxriptJ o;fkr 
or JX Strm^. Lemdcm WC2/i OtXaok.NA. is rrrAon^ kr 4 OfMO. KcrAb. G» *19 OX n. 

UttIjmMrfy dtkorjt. U.S.A 
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COmjNICATIONS REPORT ^ 


ftS CF 24 JUN '9? 08527 P«F.01 

CniBf=N< 


TGTfiL PflGES 


TCTRL TIfC 


SEND 5 0019 
RECEIUE ; 0004 


SEND : 00^ 10’ 30" 
RECEIUE : 00^01’33” 


DfiTE TIME TD/F9m 

01 06/23 16:52 793383 

B2 06/23 16:55 9^11241656 

03 06/23 17:29 

04 06/23 17:55 0171 774 5011 

05 06/23 17:58 +9714 818133 

06 06/23 1B:35 

07 06/24 08:07 44 181 4231919 

08 06/24 08:08 +41 1 2411430 


MODE 

MIN/SEC 

PGS 

OiDtt 

STATUS 

G3— S 

00‘3g‘' 

001 

099 

OK 

s 

80'00" 

000 

096 

BLBY 

G3— S 

01*18" 

001 


OK 

UF— S 

00*35" 

003 


CK 

EC— S 

07*58" 

014 


OK 

EC— R 

00*23“ 

2Qi 

105 

□K 

EC— R 

00*22" 

001 

105 

CK 

EC— R 

00*46" 

002 

105 

OK 


STRICTLY CONTIDENTIAL - NOT FOR 

gkmahon 
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Senate Pemanent SutxHmmittes 

on Investigations 



IntcrOnicc Memo 

To; FILES 

From: LUELLA GENTLES 

Date: Jamiaiy 18, 1995 j ^ 

Subject: CHINQUINTO (SPECIAL NAME A/C#1033fi4S6) 


CC: ALAIN OBER 


On Jan. 10. 1995 I received the usual Fax/Phone request to transfer $5MM from the Chinquinto account 
but the B/0/0 party was not our client. I showed this to Alain Ober and we in turn discussed it with Sal 
MoUica. The reason for this is that there had been a previous attempt to defraud this client and the B/O/O 
name was unknown to us. 


We reached Mohammed Sani, one of the signers on the account, in his ofBce in Lagos, but it was not 
convenient to discuss the problem and he promised to call back. 

Alain was out of office on Jan. 13 when I received a call from Yaya Abtd)akar and Ibrahim Sani ,tbe 
other two signers on the account. Both of them were in Tripoli, Libya I explained the problem to Ibrahim 
and then asked Sal Mollica to join me in the discussion. 

Ibrahim explained that Mr. A. Bagudu (the B/0/0 party on the transfer) was an associate of theirs, and 
he had transacted some buaness on their behalf. It was necessary to use his name as the remitter since the 
beneficiary did not know Bsnihim and the other two title owners to the account. Sal and I questioned 
Ibrahim as to the nature of the business and the purpose of the funds. He assured us that it was 
straightforward and legitimate, but he could not go into details &om the hotel telephone in Tripoli. 

I inquired of Ibrahim whether his visit to Libya was to e.xpand his airline business into that country. He 
siat^ that he, Yaya and Mr. Bagudu had accompanied the Ambassador of Nigeria to Libya for a 
conference with some Lybian businessmen with the hope of establishing business in Libya, 

Sal and I thanked Ibrahim for his opermess and explained why wc had to question the movement of such a 
large sum of money under circumstances which were not in keeping with their normal request. Ibrahim 
assured us that he is not enga g ed in any political activity and all transactions arc directly on terms of his 
business contracts. 

My concern is heightened with the knowledge that he was with the Nigerian Ambassador in Libya plus 
the recent increase in the flow of funds into the account. For the two months - Dec. 1994 and Jan 1995, 
we have reedved in excess of S21MM 

Sal states rhat I should inform Alain of this conversation with the client and have Alain speak with 
Ibrahim again when he is able to speak more freely and openly. 

I received a call from Y^ subsequent to this. He wanted to know if there was a problem with the 
account I recapitulated what was discussed with Ibrahim. Yaya said that Imi hoped to visit Uw U.S in 
March. 

STBETLY OOTIDENmi - NOT TOR 
c»n.Y 


MEMBERS AND STAFF 
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Screen 20 \ccount Summary * 01/20/95 l:09pi 

983666 CHINQUINTO 


Prod 

Cole Account # 

Curr 

Balance 

Balance ($) 

Stg 

Title 

110 

10336456 

US$ 

11167071 

11167071 

01 

CHINQUINTO 

370 

37016546 

US$ 

1000000 

1000000 

01 

CHINQUINTO 

370 

37016733 

US$ 

6000000 

6000000 

01 

CHINQUINTO 

370 

37016880 

US$ 

7214427 

7214427 

01 

CHINQUINTO 

370 

37017222 

us$ 

10000000 

10000000 

01 

CHINQUINTO 

370 

37017287 

us$ 

1582715 

1582715 

01 

CHINQUINTO 

385 

38514295 

us$ 

0 

0 

01 

CHINQUINTO 

650 

403637 

us$ 

1281486 

1281486 

01 

CHINQUINTO 


Client's total assets in US$; 
Client’s total liabilities in US$:; 
Next Screen: For: 

There are closed accounts for this client 



Password; 


STRICTLY CCa^ENTIAL - NOT FOR 
CIRCUIATION 
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Screen 20 


::count SuBimary * 


12/22/94 9:37as 

978622 






Prod 

Cole Account # 

Carr 

Balance 

Balance ($) Stg 

Title 

110 

10266128 

us$ 

8705000 


GELSOBELLA 

385 

33562980 

us$ 

0 


GELSOBELLA 

650 

401572 

us$ 

0 

0 01 

GELSOBELLA 


Client’s total assets in US$: 
Client's total liabilities in US$j 
K ext Screen: For: 

There are closed accounts for this client 


8705000 

0 

Password: 


Sllimy O^lFmENTEAL - NOT FOR 

oscuu’noN 

SUHCOMMTITEE MEMBERS AND Saf? 
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■5A Transactions .s of; 12/2'Lf<^A 

StBt; 97862201- Acct: 102t,uL28 Titl^: GELSOBELLA 


Trans Clear Reference Transaction Amount Running Balance 

Date Date Number 



1821344 
81344 

JO^JW ~ 7008091344 

OUTGOING FUNDS TRANS 
12/07/94 7006711344 

_ INCOMING FUNDS TRANS 

11/29/94 7008591344 

_ OUTGOING FUNDS TRANS 
_ 11/28/94 7004011344 

_ INCOMING FUNDS TRANS 
_ 11/28/94 11/28/94 3870015344 

_ FROM TIME DEPOSIT AC 
_PAGE TOTALS; Debits: 7,190,401.61 Credits 


6 , 000 , 000.00 

•6,000,000.00 

1,190,401.61 

185,375.32 

1,005,026.29 


8 . 705 . 000 . 00 

4 . 005 . 000 . 00 

5 . 000 . 00 

6 . 005 . 000 . 00 

5 . 000 . 00 

1 . 195 . 401.61 
1 , 010 , 026.29 

15 . 890 . 401.61 


SIEKTIY CCWIDENmi - NOT FOR 
aRCUIATKON 

SUBCOMMiniE MEMBER AND STAFF 
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Zi K HISTORX rMQUIHY 94/12. i.52.3 


HSIQ CO OP 

ACTION; DET 

VALUE DATE: 12/21/94 

TXN AMOUNT US$; 4,000,003.00 

CREDIT ACCOUNT#: 10266128 

GELSOBELLA 

BENEFICIARY INFO; 

10266128 

AMERICAN TRANS AIR SELCOH INTL 


DETAILS OF PAYMENT: 

BNG AIR TICKET SALES REMITTANCE 


• MS 53579 FUNCTION KEY NOT DEfiNED 
(NXT,RET,PRI) 

FED REF# : 3365 

SENDING BANK# : 021000238 

MORGAN NYC 
wv rtpnFrj party ■ 

FDRL^TRY O? 


GELSOBELLA 
NEW YORK 


BBI: 


BTN: 657012881344 


GLOBAL ID#: F044355018230i 


SIpCTLY CONFIDENTIAI. - NOT K)R 
CIRCULAIION ^ 
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___ 2 z; < HISTORY INQUIRY ' 94/1? ■* l.SO.C 

HSIQ CO _5tK)0 Oir- MS 200 

ACTION: DET ^NXT,RET,PRI) 

CLIENT DISTRIBUTION SERVICM 
ONE COURT SQUARE, 23FL/2 
LONG ISLAND CTY,NY 11120 

CREDIT TO ACCT # 10266128 FOR $ 1,005,026.29 

WE HAVE CREDITED YOUR ACCOUjri 
FOR FUNDS TRANSFERRED FROM: 

37016287 

GELSOBELLA 

PBG-WH HAM UNIT/17TH FLOOR 
153 E 53RD STREET 
NEW YORK NY 10043 


CHECK # : 


387 : 11/28/94 : 003870015344 
PF; 3-PLVL 4-SUM 6-PRI 9-NXT 


STEKHIY CX»iFIDEKnAl * NOT FOR 
MEMBESS AND San 

CNEY 
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H^-r t Z1 - HISTORY IKQUrRY 94/12' -? 9.50.5 


HSIQ CO _5«^0 OP 

ACTION: 

VALUE DATE: 23/94/11 

TXN AMOUNT US$: 185,375.32 

CREDIT ACCOUNT#: 10266128 

GELSOBELLA 

BENEFICIARY INFO: 

10266128 
SUCDEN KERRY 

133 AV DES CHAMPS ELYSEES 
75380 PARIS CEDEX 08 


. MS 53552 PREVIOUS SCREEN REToKNED 
(NXT,RET,PRI) 

CHIPS REF#: 0087494 

SENDING BANK# : 0807 

CREDIT LYONNAIS N.Y. BRANCH 
BY ORDER PARTY : ■ , ■ , . . ^ 

SABACO LTD 39 CAu£i!^f 


GELSOBELLA 
NEW YORK 


DETAILS OF PAYMENT: 

REF ATT. A OBER.L GENTLES BEING 1ST 
PATIAL REMITTANCE ON BILL S FOR COL 
LECTION NO. B94. 11927 FORM M NO. BA9 

00828 

BBI: /ACC/ADVISE AND PAY $15.00 FEE DEDU CTED 


BTN: 657004011344 GLOBAL ID#: C004332156040i 


STHCTLY a»IEDBNTIAL • NOT FOR 
dKCUIAIlON 

SUBCOWMrriEE MEHBESS AND SIAPF 

OtJLY 
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' 2- HISToaX I?IQUrRY 94/12 


HSIQ CO -50»0 OP 

ACTIOK: DBT 

VALUE DATE: 12/07/94 

TXK AMOUKT US$: 6,0^,000.00 

CREDIT ACCOUNT/: 10266128 

GELSOBELLA 

BENEFICIARY INFO: 

AMERICAN TRANS AIR SELCON 
INTERNATIONAL 
INTRMT2NOFT0869 


DETAILS OP PAYMENT: 


MS ' 210 

(NXT,RET,PRI) 

CHIPS REF/; 0170555 
SENDING BANK/ : 0023 

MORGAN GUARANTY TRUST COMPANY 

F^E^ MINISTRY 


GELSOBELLA 
NEW YORK 


BBI: BEING REMITTANCE OP PART NET TICKET 
BTN: 657006711344 GLOBAL ID/: 


SALES. 

C0043411635101 


STSJCnY ^X)^EFK)EN^AI. - NCT FOR 
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H ' Zi i HISTORY XHQUXkY 94/1:: " ).51.4 


HSIQ CO SQ«0 OP 

ACTION; DET 

VALUE DATE: 12/21/94 

TXN AMOUNT US$; 4,700,000.00 

CREDIT ACC0t3NT#: 10266128 

GELSOBELLA 
BE3?EFICIARY INFO; 

1D266128 

AMERICAN TRANS AIR SELCON INTL 


MS 210 

{NXT,RET,PRI) 

FED REF/ : 3378 

SENDING BANK/ ; 021000238 

MORGAN NYC 

BY ORDER PARTY: 

FDRL MNSTRY OF BANK 


GELSOBELLA 
NEW YORK 


DETAILS OF PAYMENT: 

BNG PRCDS FM SALE OF AIR TICKETS RE 
M RE INTEREMIT 2 NO FT 0932 


BBI: 


BTN: 657011821344 GLOBAL ID/: F0543550189501 


STRKTIY CONFIDENTIAL - NOT JOR 
CDiCUlA'nON _ _ 

SUBOMdriTEE MEMBERS AND SIM? 
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H W ‘ 

HSIQ CO -5-e#0 Ot' 

ACTION: DET 

VALUE DATE: 12/21/94 

TXN AKOUNT 05$: 4,70«,OOO.OO 

CREDIT ACCOUNT/: 10266128 

GELSOBELLA 

BENEFICIARY INFO: 

10266128 

AMERICAN TRANS AIK SELCON INTL 


HISTORY IN’QUIRY 94/12 ' 

. MS 210 

{NXT,RET,PRI) 

FED REF/ : 3378 

SENDING BANK/ : 021000233 

MORGAN NYC 


GELSOBELLA 
NEW YORK 


DETAILS OF PAYMENT: 

BNG PRCDS FM SALE OF AIR TICKETS RE 
M RE INTEREMIT 2 NO FT 0932 - 


BBI: 


BTN: 657011821344 


GLOBAL ID/: F0543550a89501 


STEKTHV CONTIDENim - NOT FOR 
CmCUIATTON 
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C< 2 r-~and: read 9 

CMEA 4-A0G-9S 09-.26;19 ClfiST; 

t'o : Xalcolm Thosvas CEUI-ON';?3G) 

CC; Melanie Walker (EtJL0N:?3G) , Zufayr Socwiro {SULOK:?^f, 

A. Keane (rJL0M:I3). Ciaudia Nasar 
David Hightower (E'JLON:INV> / 


CC; 
frotri: 
Date : 
Subtec 


FRI 04-AUG-: 
ARG - Niger 


09:26 GMT 


Malcolrs, 

Further to our conversation this looming, please find enclosed the \' 
CM‘s. What we need is to identify the elemeems which suggest money 
laundering/ fraud potential as quickly as possible so that we can 
discuss these with the client when he calls this afternoon. 



We dcn't have the luxury of much time so any access to I?L you can 
arrange would be most appreciated. I can fax you or Ron the draft 
APG and Che underlying contract. 

Tks, Sgds, David 







Forwarded message: 


CMSA. 4-\lfl3-35 06.-54:08 009937 


To: Ren J. Wartnington {SUT,ON:AUD) 

CC: David Hightower (moN:rN’/) 

From: Claudia Nazer (EULON:I3} 

Date: FRJ 04-At;G-9S 36:S4 GMT 

Subject: Advance Paynent G'tee for Nigeria 


I just do net feel right about this deal, it has “typical* 
characteriat.lcs v£ a 419 - a women’s group in Nigeria apparently 
has USD 210KM to spend on vaccines and is prepared to pay USD 55MK 
up front against a guarantee issued by Citibank, the value of the 
guarantee will reduce as goods are shipped - sound like a rira one to 
you? 


Please could you advise David as the client is important to hire. 


Regards 


Forwarded message: 


CKEA 3-AUG-95 13:49:29 016567 


To: Claudia Na2er"{EUL0N: IB) 

CC: Jorr.es A.-Keane {EOhONsIB), Melanie Walker (EULONsPBG). 

CC: Alan Thomas Robinson (SOLON: PEG) 

From: David Hightower (EULON:INV} 

Date: THU 03-AUG-95 18:49 GKT 

subject: Advance Payment G'tee for Nigeria 


Claudia, 

I need your help pinpointing the issues that ooncer.a you with this APC. 

The client is a prominent and longstanding Nigerian customer and therefore wa 
need to be specific, clear and diplomatic in the way we present our 
concern about potential money laudering scams to which we feel he .may 
be at risk. 


SnaCtlY CONfroENTIAl - not toe 
membkk am> stw 

ONLY 


S003211 



662 


Can you or one of your colleagues please decail youc concerns soonest 
so we can discuss? 

Tks Rgds. David 

Delivered; THU 03-AU<3-199S 13:49 GMT 

Delivered; FRI 04-ADG-1995 09:25 GMT 
Consnard : 


crRicrJCOWipan»>-«‘^’'® 

c^^membeksmosw; 

am 
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Fax To: James A. Keane 

Fax No: 701 

Jim, 

We’re feeling a lot more comfortable about the ciieat's undefstacding of Nigeria, but are still 
very concerned about the structure of the proposed transaction. We’re proposing to outline 
the following issue to him to try to beef up our info base and outline to him the extent of the 
changes we would need to effect I’ve also enclosed a crude attempt at a m-draft of the APG, 
but that will need to go to counsel before it is issued anyway. What are the applicable rules 
for the APG? Can you have a look and give me a quick call? 

Tks,Rgds,j redacted 


UfiQ-£fUi 


1 . We have not been able to implement your requested guarantee and related doumentary L/C 
covermg the purchase of the vaccines because we need to roKirafl the guarantee and because 
we have no details of the supplier traosaction/contracts 

a. The UC in favour of Supplier has to be structured to allow payment from funds 
released from Advance Payment Guarantee (APG). 

b. We have referred to our interoal specialists who want to re-drafr; tiie APG, but 
can't without more precise inib on the supply contract hself. 

c. The APG as it stands is open to misisterpretatioQ, for example; 

- Defuiittoa of failed to mppty (iK>t sKipping or not receiving) 

• Defmitioa of European Airport 

- Adequacy ofdocumentaiy proof of shipment, etc. 

2. Fiduciary responsibility imposed by our regulators means that in order to protect your 
interests and our own, we have to perform a degree of “due dilligencc” on the elements of the 
underlying transaction. For example, we will need to: 

a. Have a copy of the detailed Ministry Purchase ccmtract validated by our 
lawyers and our subsidiary io Nigeria (to make certain that Ae signatories are 
correct). We assume that the two page contract is a short from and that the details are 
contained is another agreement (specs of vaccines, delivery points, dates, etc.) 

b. Evaluate the details of the supply contracts against the APG requirements. 

3. Revised-APG will mean, among other things, that we will require documentary evidence of 
the goods shipped. At a minimum this will mean in addition to MFC’s invoice, inspection 
certificales and airway bills, so there is no uncertainty as to whether a shipment has taken 
place and what has b«n shipped. Otherwise, we could be challenged to prove justification 
for reduction in the value of die APG. 

4. The conditions under which a demand may be made under the AKi should be more clearly 
defined. There diould be a schedule of deliveries, for example, which if missed entitle the 
Ministry to claim if cither the timing or the goods (as represented by the shipping documents) 
are not as ccotracted. There should be no uncertainties in the terms of the claim. 


5. We want to make sure that the payment made under our L/C for the vaccines to the 
REDACTED ’ supptier is only made after the correct shipping/inspectioo documents are presented to the 
-.is.. - . ■ bank so that we can reduce the avial^ility of the APG by more than die amount of the L/C 

2 pay®®’'- 

' , /• o 7 7 .• ■' / '' STEICTLY CONFIDEITnAL • NOT FOR 

> . gCj ^ 
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REVISION! 


To: Federcd Wmistry of Women ASocicd Welfare 

Mokopo 
Abuja 


Wereas the FedertdkemsUy of Women & Social Welfare (the Buyer) owan/edfREDACTED 

REDACTED J (the Supplier) a corttrocfi/afer/ 

/ lliTjuly, 1995^ the supply of 2 10 million vaccines which provides for an advance 
payment ofS55.S00.O00 being 100% payment for the contract, and in consideration of 
receipt by Morgan Procurement Corporation of the advance payment referred to above to 
the credit of their account at Citbank, NA., 41 Berkeley Square, London W1 6NA. we hereby 
propose to offer our guarantee to the Federal Ministry of Women Affairs Social Welfare, 

FZWT Fin ivDLLlONFlVE miHDRED THOUSAND ONLY) subject to the terms and 
conditions contained herein. 


On receipt of their first demand in writing bearing^ REDACTED 

confirmation, that REDACTED hasfailed to supply 210 million 

vaccines under the contract, and stating the nature of the defaulL 


This guarantee shalJ become operative only upon satisfaction of the following requirements: 

1 . The receipt by the Bank of copy of the original contract together with all technicad 

appendices certified true by ^ ^ 

including specifically the Buyer’s pre-shipment inspection requirements under the contract. 

2. Receipt in full of the Advance Payment by Citibank, N.A., 41 Berkeley Square, London 
W16NA remitted by the Buyer for credit to the account of the Supplier. 

Our liqbiiily under this guarantee will automatically be reduced by the value of each 
consignement on presentation to Citibank, N.A.. 41 Berkeley Square, London of the 
following documents; 

1 . Original Airway Bills issued by the carrier of the consignement 

2. Inspection certificate issued by SGS 

3. Commercial Invoice evidencing despatch by i _ REDACTED 

fi-om either Airport or d irport to Nigeria of vaccines under the contract 

covered by this guarantee. On each receipt of correct documents in good order. Citibank, 

N-A. shall notify you of a reduction in the value of this guarantee for the value of the invoice. 

Notices shall be deemed to have been received if mailed, sent by facsimile or telexed. If sent 

by mail the letter should be to (he address on this guarantee to the attention of or if 

by facsimile to: or if by telex to 

This guarantee will expire when Us residual value diminishes to zero or on the Sth February, 

1996 whichever is earlier, after which date our liabilUy will cease to exist and this guarantee 
will be of no fiather effect whether U is returned to us or not 

STBICTLY CONHDEhrnAI, - NOT JOR 
gRCOIAI ION 

SUBCOMMirTEE MEMBERS AND STMT 
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Our maximum liability under this guamalee is limited to the sum of USD5S,S00, 000 less 
reductions for shipments evidenced as above. Citibank’s records on the reductions shall be 
definitive. 


STRiaiY CONHDENTIAL - NOT FOR 
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THIS AGREEMENT is rondo tho 


COOTRACT AGREEMENT 


■ Day of - 




■ 199S, 


BETWEEN die FEDERAL MINISTRY OF WOMEN AFFAIRS AND 
SOCIAL WELFARE (Family Support Programme), a statutory body 
established by the Laws of Nigeria (hereinafter called the ‘Employer’ 
which expression shall where the context so admits include its suocessors- 
iii- title and assigns) of the one part and' REDACTED 

redacted a company incorporated Ln the British Vir^'n Islands 
(hereinafter called the ‘Contractor* which shall where the context so 
admits include its successors -in- title and assigns) of the other port. 


WHEREAS the Employer is desirous of procuring 210 million doses of 
various vaccines (more particularly described hereunder) and has 
requested for bids ftom the contraclor amoiigsl others. 

AND WHEREAS the Contractor has submitted its bid for the supply of 
the said various vaccines to the Employer. 

AND WHEREAS the Employer has accepted the Contractor's bid for a 


NOW THIS DEED WITNESSTH as follows: 

1 . In pursuance of this agreement and in consideration of the payment of 
the sum of Fifty Five Million Five Hundred Thousand United States 
Doliam (US$53,500,000.00) (hereinafter called ‘the Contract Sum’) to the 
Contractor by the Employer, the Contraclor shall supply 210 doses of the 
vaccines classified as follows: 


No. 

Type of Vaccine 

Unit 

Quantity 

1. 

BCG 

20 doses 

45 million 

2. 

MEASLES 

20 doses 

1 5 million 

3. 

DPT 

10 doses 

45 million 

4. 

ORAL POLIO 

20 doses 

45 million 

3. 

TETANUS TOXIN D 

20 doses 

45 million 

6. 

eSM 

20 doses 
Total 

15 million 
210 million 


STBICIIY CONHDENmi - NOT 
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2. rr IS UNDERSTOOD AND AGREED that the Employer shaU make 
an advance payment of 80 percent to the ccmtractor. The mode of payment 
shall be by a Telex Transfer to the bank ascount provided by the 
ccmtractor. The balance of 20 pereenl sltall be paid dirough an Irrevocable 
and confirmed Letter of Credit in favour of the contractor, to be released 
on presentation of airfreight dociunentt. 

3. IT IS AGREED THAT DELIVERY SHAU. bemotually agreed by 
both parties, with the Contractor delivering to State Capitals (at an agreed 
cost to the State ctqiitals). 

4. All parties to these present hereby agree to feilhfully perform their 
respective obligations hereunder in accordance with terms herein ap'eed. 

IN WITNESS WHEREOF the parties hereto have caused tlie respective 
common sea! to be hereunto affixed (or have hereunto set (lieir respective 
hands) the day and year first above written. 


THE COMMON SEAL OF THE 

FEDERAL MINISTRY OF WOMEN AFFAIRS AND SOCIAL 
WELFARE was hereunto affixed in die presence of 



D^.CTOR GENERAL 


th^'Gommon seal of 

redacted ^ redacted 



STEIOIY COfJEIDEWnAl - NCfT FOI 
CHtCtJUTION 

SUBCO.MMimEMEMBEi!S AND SDtP 
QNiy 


CS003194 
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August 2. 1995 


To: 

Federal Ministry cf Women i Smial Veymt 
Awknp/i, 

Abuja. 


Wherms^ the Federal Ministry of Women A Social Welfare awarded REDACTED 

redacted ■, a conSracS doled 11th July, 1995 for the safi[jfy 

nf ilO rnmieri vaccines vthick provides for an advance pa/ment of $SS,S<IO,m being 100% 
pavmeiii for the contract, and In consideration of receipt by , REDACTED 

of the advance payment referred to above lo the credU of their account number , 

el Citihanh AM, dJ Berkley Sgture, London, we hereby give our gtiaraiuee to ihe Federal 
Mimstrv of Women ASbirs A Social We^re. Muja - Nigeria, mdertaldng ^P'det tliei.r 
disposal and to pay them sip to the Stan of U SD U . SQ Q. W L UNITED STATES DOLLARS 
FIFTY FIVE MILLION FIVE HUNDRED THOUSAND OM.y). 

Ox reeeitx of their first demand in writing, bearlns; _ . 

confirmation! that REDACTED to foiled to supply 210 milhon vacates 

under the cuniruct. and stating the nature of the delimit. 

An implementation of our guarantee is, however, only postible tfen ir so far as the 
have Zeeived the advance payment omom on their accouM number nmintained w.t 

US, 

Our llaomty under this guartmtee will uutorratictdly be reduced io’ ‘As value of each 
consignment on presentation lo Citibank NA. 41 Berkley Square, ^nden ^,^ED 

f „ , „ _ ^ copies of Commercial Invoice evidermng despatch ■ 

REDACTED from European Atrpon to Nigeria of vaccines unde'' the contrac. 

covered by this guaramee. 

IX of no further effeef whether it is returned to w or not. 

Our Masimum UebiUty under this g’saTariee Is limited la me sum of VSLXS.TN.IMMl. 


snacn-Y conhoeotiai - not eor 
members and staep 

ONLT 


CS003105 
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SBCPWICT TOR raB QXSSVAmSX 


1 . PUSOS WILL BS !rnASISPEBR«D *0 CITIBANK ACCOUNT 

OP REDACTED 


2. CITICANK WILL OPEN ALL LETTER OP CRSCIT FOR THE 

TOTAL PURCHASB OF THE VACCINES. 


3. GUARANTEE WILL BE BBLEASB AT PEESHNTATlOtJ OF 

AIRPREiailT DOCUMENTS TO THE BANKERS OF THE 
CLIENT I.E. CENTRAL BANK OF NIGERIA. 


STS3CI1Y CONHOEHm - AOT K)R 
OKCUIATON 

SUBCOMMnTEE MEMBERS A^'D STAFF 
CMY 


CS003196 
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Sense Pennanant SubcotnmSBi 
oninvestSatlons 


Citibank. XA. 

Citicorp Center. I Uh floor 
iSJ East bird Street 
Sen’ Vcrk. AT JOOJJ 

Telephone: 21 2-5S9- 91 94 
FAX: 2!2-79>-649} 


A hut Ober 
l ice president 


EXHBiT^ 


33g. 


August 21, 1995 


Mr. Yaya Abubakar 

2AA Reir.y Fani Kayode 

GRA Ikeja 

Lagos 

Nigeria 


Via DHL (phone: 963225) 


Dear Yaya, 


As I told you on the phone Last February, we were very saddened 
by the death of Ibrahim. 

The two accounts used by Selccn Airlines on which you and 
Mohammed may sign jointly are still opened and have credit 
balances. In order to close both accounts, you and Mohammed 
would need to send me a fax (followed by a phone confirmation) to 
transfer the balance to an account of your choice. If possible, 
we would like to receive also a copy of a death certificate for 
Ibrahim . 

If you wish to continue with both accounts and since we keep your 
mail in our Hold All Kail facility, you will have (you or 
Mohammed) to complete and sign and return to me form no 1 if you 
want to continue the service (we need a release address} or form 
no 2 if you wish to authorize us to destroy the mail' currently 
kept. You may fax back to me the form at 1-212-793 6493. 

I hope that all is well for you at the moment. Luella has now 
retired from the Bank and has been replaced by David Sprindzunas 
(sane phone and fax numbers) . Please pass on my regards to 
Mohammed. We really miss Ibrahim! 

Best regards, 


snUCIlY CCa^FIDENTlAL - NOT FOR 
ORCULAIW _ ^ 

SimDMMTlTEE MEMBERS AND STAFF 

cmY 


Enclosures 


CS001986 



671 


CUihank, !^.A. Alam Ober 

Cidcarp Cenur, 16ik /Ljor Vice PresuUitt 

1S3 East 53rd Street- 
New York, NY IQ&43 

Telephone: 212-559-9194 
FAX; 212-793-6493 


November 15, 1996 


Mr. Mohammed Sani 
c/o David Jones 
Smith S Tyers Ltd. 

6 Borough High Street 
London SEl 9QQ 
England 


Dear Mohanmed, 


All my apologies ! Following our phone conversation of September 
12, 1996 I gave instructions to have copies of all account 
statements for “Chinquinto" and “Gelsobella" sent to you. I went 
on a long African trip shortly afterwards and assumed that it had 
been taken care of during my absence. A recent phone 
conversation with Michael Mathews of Citibank London informed me 
that you were still waiting for these documents. 

The reason of our delay is that since both accounts are on Hold 
All Mail (as per instructions at each opening) , we need to have a 
release address on file from you. Please refer to my letter of 
August 21, 1396 to Yaya Abubakar (copy enclosed). Please find 
enclosed again two sets of instructions for each account which 
need to be filled and signed by you and Yaya and returned to me. 
In addition, please send us specific instructions to send you all 
the mail accumulated until now. The mail in Gelsobella goes 
back to 5/92 while the nail in chinquinto dates back to 11/94. 
Thus you will have all the statements you required. In addition, 
please note that we have received faxed copies of the documents 
concerning the passing of Ibrahim but we have never received the 
originals promised by DHL. 

I hope that all is well with you and Yaya in Nigeria. I hope to 
hear from you soon. I am sending this letter to an address in 
London given to me by Michael Mathews. 

Best regards , 


STRICTLY C(»fFIDENim - NOT FOR 
OSCUIATBON 

StJBCOMMIITEE MEMBERS AND SLOT 
ONLY 

Alain Ober 

Vice President/Africa 


CS001985 
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i24-A/6l^ 


- fill?- ktu^ii &&e!L. 


i2.£ ; — 6| GlSo s&u-p^ I Cu /a/ Q u ') /\! / 0 ■ 

® Wc R M •(f'” 

W>».S<uK~ focwds CouX<i W 

^l3y^.v^ "te; (Qu.v U.\Ss^vv-«^' 

'22r^^K- « 


\ wwv4 ^ 

m's^wwerb SAT'i' • 

\Wtx?M\*A' ^ ^ t _n , \*«cWdb'‘^ 

-SatmT IP'3^ 

v \ -i 5)L 4®srv 

^4WU fS ^ o, ■ 

II r o. 0. . 



/^AijaA^^ -V, cAj>^^/\Jk 
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1 PBG-WHffiMEA NY “] 

To: 

D. Terry. CCC/24 

Alain Ober 

oTRICTLY CONFIDENTIAL - NOT FOR 
CISaJIATION 

From: 

SUBCOMMntEE MEMBERS AND ST\FF 

OUY 

Bate; 

September 13, 1996 


re: 

CHUNQUrrCh'fiELSOBIXLA, CAMS 9S3666/978622 


These special name accounts wert: opcmed in 1992 (Gelsobella) and 1994 
(Chinquito). As a matter of feet, because of an attempted fraud on Gelsobella in 
1 994, we opened Chinquito and Gelsobella was supposed to be closed. These 
accounts were joint accounts with right of survivorship with the same three 
signers: 

Ibrahim Sani 
Mohammed Sani 
Yaya Abubakar 

The brothers Sani are sons of Sani Abacha, the current President of Nigeria. They 
run a chartered airline company, Selcon Travels and Tours which had regular 
flights with the US and now over Africa (Mecca pilgrimage). 

Unfortunately on 1-17-96 Ibrahim Sani was killed in an aircraft crash which was 
accidental. His death was reported In the press at the time. Since, both accounts 
have become dormant because Ibrahim was the driving force behind their joint 
business. 

After several requests. I have finally received fexed copies of the death certificate 
as well as other legal documents relating to his estate (probate). Originals are 
being sent via courier. You will also find attached copies of the special name 
account openings in addition to copies of each account’s summary as it appeared 
at the opening today. 

Our clients want to resume business soon and would want to add a new third 
signer to their account (Chinquito; Gelsobella should be closed), but first we need 
to settle the issue of Ibrahim’s death. 


Many thanks for your usual kind and efficient assistance 


cc: David Sprindzunas, Muwaffak Bibi, CCI 



CS007491 
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STRICTLY CONFIDENnAL - NOT FOR 
dRCUIATION 

SUBCOMMUTEE MEMBERS AND STAFF 

cecY 

CMNA 5-MAR-97 20:10:3?! 011652 
To: Carl Brom6 (USNYC: PBGWH) 

CC: Delores Terry (USNYC j PBGWH) , David Sprindzunas (USNYCtPBG) 

From: Alain Ober (USNYC;PBGWH) 

Date: WED 05*MAR-97 20:10 GMT 

Subject: Gelsobella/Chinquinto 

As I told you on the phone, both Gelsobella (978622) and Chinquinto (983666) 
are special name accounts with the same three signers; Ibrahim Sani, Mohammed 
SAni and Yaya Abubakar. Ibrahim SAni passed away in an air crah on 1-17-96. 

D. Terry has reviewed all the doc;naents subxaitted and has asked me to request 
the original copies of the account openings in order to cross out Ibrahim 
Sani as a signer and make mention of his death. Thus, these two accounts 
(currently dormant) will continue to function with the two remaining live 
signers: Mohammed Sani and :Yaya Abubakar. Please send me the files ASAP. 

Thank you for your usual kind and efficient assistance. 

Alain 

P.S,: Please feel free to call D. Terry at 5-2819 if you have any questions. 


Delivered: WED 05-MAR-1997 20:10 GKT 


CS007488 
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r 


PBG-WH/EMEA NY 


To: 

Linda Schuster, HAM 

FLsjZo-c I^Lp ■ 

From: 

Alain Ober 

Date: 

October 3, 1997 

y 

re: 

’ GlJ,S€IBlX)U.r782201/CHlNQUINTO98366601AVAREHOOSE 


Both accounts appearing in reference have been closed recently. 


Please consider this memorandum as your authorization to send any pending HAM 
to the warehouse. 




strictly CONFIDENnAl - NOT FOR 
CHiCLIIATfON 

SIBCOMMITTEE MEMBERS AND STiFF 


CS001900 
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CmBAN<& 

The Citibank Private Bank ggigtePeni^^TiSntSuteJrnnili^ 

3 3h . 

.. BCHIBIt#.... — 


Memorandum 


Dale: 15 Septsmber, 1998 

Tc: Credit Committee 

From: Bcima Kusoglu 

Re: <■'/ 305382 027 

US$ 39,100,000 


Surplus : 05$ 56,637,172.81 


Purpose 

The purpose of this memo is to seek approval to overdraw the clients cai! account by US$ 39, 100,000 
until maturity of the lime deposit on 30 September 1998 and set a special pricing of 1.00% over USS 
debit base rate on call account number 305382 027. 

Backgroumi/rationaJe 

The client has requested the remittance of these funds urgently. The lotal amount of the fixed deposit 
is US$42mTn. The breakage of this would prove too cosily for the client 

Approval is recommended 


Emerging Markets 
Relationship Support Team 


A98279033 


(IPH 

Oric'iial 

P 

n7 

Fax 


7 ; i iS.T.Vii 

CcEJy 



C : 1 JiSeV-Vi 

1 

Sand'if 'i i:U;sOGlU B. 



; CAS/-! /JACKS'!? 

Tjf l./l/ii 
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Memorandum 


Ta 



From: David Oxford. Credit Control Head 
Date: OJnms 
fte: ^UBN 305382 


ad^ 




r|i"yK 

On l 5 *Se^(aiixrl 998 wcnfeiserifiOTp^meiitsa]talii^lJSn 39 JnmicnbdialfcffijBdx 3 ve 

diesit Ihs xesD&o^ ovczdraft was My co^«ed fay dqposts m excess cfXJSDSSnsnfat^ 
matum^30^Set)tente.QDtiiisdaietbeoveriraftwaasob^ 


Salins* s^patnas (kses nc< covert overaU 


Thanks m advance, 


fViok-^ ' 

^___^^^Popp*,VP 

q \ A -\^8 

9S3»8m 


uaN 


Oritffwl 


OoeNo.# 

^12- 

Fax 



OocDaltt 

■s-hom |Cvpy_._ 



Subject/ 

Commerts 




f«FORO 0. 



srmcTLY coNHDEmm - not for 

CffiCULAlION 

SUBCOMMirrEE MEMBERS At© STAFF 

cmY 
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CITIBANK LONDON * HAHSIN SYSTEM 

DETAILED ASSETS 
AS OF 17/09/98 

SKI 7/305382/005 SO I/O ZZZ „jj,aC«0 ' 

NOM AMOUNT/OTY DESCRIPTION NOM 

COY B00KIN8 UNIT OCY 


TD ' S/CASH -BONDS/CQ ■ S 

*«**««•**•***•*»**** 

» TIME DEPOSITS 

DEH 218.700,81 3,04 %DEP CITI 

FROH 20/08/88 TO 21/08/88 
ACC-INT DEM 535, S9 

GBP B. 135.408,72 7,33. %DEP CITI 

FROM 29/08/90 TO 30/09/88 
ACC-INT QBP 34.308,14 
USD 42.648.684,42 5,13 %DEP CITI 

FROH 31/08/98 TO 30/08/98 
ACC-INT USD 110.480,12 


» 18/09/83 HQCO08 PAGE 002 
- 16:20:31 MGCOMOS OF 003 

margin portfolio ref CCY: USD 
MARKET-PRICE L.V.% / TYPE 

MARKET VALUE LOANABLE VALUE 
--- USD - USD 


100,00 / T 

130.205,85 130.205,85 

100,00 / T 

13.757.707,04 13.757.787,04 

100,00 / T 

42 . 048 . 694 ,42 42 . 648 . 694 , 42 


ENTER: PROC TAB: PAGE SEL PF8/PF7: PAGE FW/BW PF4: ESC SCRH CLEAR: ESC TASK 
ggl__> ^ TRAN *> MQCO/305382 /171 

DISPLAYED DATA FOR ID-# 305302 


SmOIT CC^IFIDENmi - JJDT K53 

J^BCOMMIITEE MEMBERS AND STAFF 


CSG03373 
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STATEMENT Of ACCOUNT THE CITIBANK PRIVATE BAN 

010CTSS LONDO 


Account Holder Mailing Address 

305382 

redacted 


statement Perhd:Q1SBm-30SEP98 


Account Wo. 0/30S382A}27 CALL ACCOUNT USD 


StafemenfWd. 43 

' Page No. 1013 

Date 

1 Bef. No. 

I Description 

I Value 

1 Transactions USD 

Daily Balance USD 

01SEP98 

\ OPENING BALANCE 

43,006.85 

02SEP98 

2982081088 

CREOrriNTEREST 

31AUG98 

198,842.18 



2982151027 

CREDIT INTEREST 

31AUG98 

800.38 




DEBfriNTEREST 

01SEP98 

99.44- 




CREDIT INTEREST 

OlSEPgS 

81.17 


S2SEP93 





242,631.14 

a4SEP98 

3982474073 

CABLE TRANSFER ORDER 

04SEP98 

150,058.35- 




PAYMENT USD 150,000.00 
+COMMISSION CHARGES USD 41.68 
+POST/CABLE CHARGES USD 16.67 

BEN:, 

FAVOUR: ; redacted- 

DETAILS: REFi 




04SEP98 

15SEP98 

3982584032 

CABLE TRANSFER ORDER 

15SEP98 

7,900,055.34- 

92,572.79 



PAYMENT USD 7,900,000.00 

4C0MM1SS10N CHARGES USD 41.93 
+POST/CA8LE CHARGES USD 13.41 

BEN: CHASE MANHATTAN BANK NEW YORK 
FAVOUR: CISC BANK AND TRUSTCOMPANY 
DETAILS; FFCA/C 22-25018 

REFFUUERTON INVEST SA 





3982584033 

CABLE TRANSFER ORDER 

15SEP98 

10,200,055.34- 




PAYMENT USD 1033,000.00 

4C0MMI^I0N CHARGES USD 41,93 






+POST/CASLE CHARGES USD 13.41 

BEN: CHASE fMNHATTAN BANK NEW YORK 
-FAVOUR: CiBG BANK AffD TRUSTCOMPANY 
DETAILS: FFC 22-25018 

REFTALOCAS 





3982584034 

CABLE TRANSFER ORDER 

15SEP98 

12,000,055.34- 


15SEP98 

BALANCE CARRIED FORWARD 

30,007,593.23 


Citibank, N A Incoiporared wift limited liabilify under flie Bank Act of !he U.SA. registered at the office of 9ie Ccfnpl'oller (rf the Currency, U.S. 
De^rlmwttcf Treasury under Charter No. 1461 wHh its Head Office at 399 Park Avenue. New York, NY 10043. U.SA. Havirtg In Great Britain a branch 
registered at Cardiff with N0.BROOIOI8 under Schedule 21A Companies Act 1985 wttti its principal office location at 336 Strand, London WC2R 1HB. 
Citibank, NA isr^ulated bySFA& IMRO. VAT No. GB 429 6256 29. Ultimately owned by Citiwrp, New York, U.S.A Unless this office receives notice in 
writing to the Senior Branch Operations CMcer witiiin tK) days d ffi^tch fo you we will assume tfiat jtou W the above infonnation to be correct. 


»5SI1JWU!i877; im 


snaCTLY CONFIDENnAI. - NOT fOE 
g^^^^jEEMEMBEBSANDSan 


ot<nr 
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STATEMENT OE ACCOUNT TUB CITIBANK PRIVATE BAN 

01OCT9S LONDO 


Account Holder Mailing Address 

305382 


REDACTED 


Statement Period ; 01SEP$S - 30SEP9S 


Account No. 0/305382/02/ CALL ACCOUNT USD 


Statement No. 43 

'■P3geNa20/v 

Date 

Bef.No. 

! Description 

I Value 

Transactions USD 

Daily Balance USC 

15SEP98 

BAUNCE BROUGHT FORWARD 

30,007,593.2c 



PAYMENT USD 12.000.000.00 
+COMM1SSION CHARGES USD 41.93 
+POST/CABLE CHARGES USD 13.41 

BEN: CITIBANK LONDON 

FAVOUR; GENEVA PRIVATE BANK AND TRUST 
DETAiLS:FFCA/ClQ0230 

REFWALXFORD 



. 


3982584035 

CABLE TRANSFER ORDER 

15SEP98 

9.000.055.34- 




PAYMENT USD 9.0®).QOO.CO 
-fCOMMiSSION CHARGES USD 41 .93 
+POST/CABLE CHARGES USD 13-41 
aeij CITIBANK LONDON 

FAVOUR: GENEVA PRIVATE BANK AND TRUST 
DETAILS: FFC A/C 300.450 

REF RAINBOW 




issspsa 

t8SEP98 


BANKER’S DRAFT ISS. 

18SEP98 

125.50- 

39,007.648.5: 



AMEX 





3982603306 

TRANSFER 

18SEP98 

99.529,00 




8Y ORDER OF CITIBANK LONDON 

DETAILS: VIA CREDIT ITALtANO. MILAN 

0/DMD TRADING Dl 0£ MAIO - C.U-R. 

SETU INV. NO. S 12/98 USD 73777 

PARTIAL ■pY^fT!NV.NO.S 13/98$ 25752 




18SEP98 

22SEP98 

3982653300 

TRANSFER 

21SEP98 

49.S80.00 

38,903,245.0' 



•BY ORDER OF CITIBANK LONDON 

DETAILS: VIA CITIBANK NEW YORK 
O/DEMAIODIODATO 

SALDO FATTURA N. S13/98 USD 30000. 




22SEP93 

BALANCE CARRIED FORWARD 

33,858,265.0 


Citibank, NA Jncoiporated wift limfted liability under the National 3ank Act of the U.SA, registered at ttte offire of &i8 Conptroiler of the Currency, U.S. 
DepartmentofTrsasuryunderCST3rrerNo.1481 w8t Ss He^ Office at 399 Park Avenue, New York, NY 10043. U.SA. Having in Great Britaina brarreh 
registered at Cardiff with No,BR0C10ia under Schedule 21 A Companies Act 1985 with its princ^ office location at 336 Strand, London WC2R 1HB. 
Citibank, N.A. is regulated by SFA & IMRO. VAT No. G8 429 6256 29. Ultimately owned by Citicoip, New York, U.S.A. Unless this office receives notice in 
writing to the Senior Brandi Operations Office within 30 days of dispateh to ycat we will assume that you find fie above information to be correct. 


SS'SSOVWl/il 877/1543 


STRICTLY CON^DB^f^AL - NOT FOR 
CSCUIATCN 

S UBCOMMinB MEMBERS AND STAFF 


CS002996 



681 


CIT7BAN<G 

Transaction Monitoring the citibank private BANK - London 

To : 1\J 

From : Transaction Monitoring Unit, Griffin House 

Date : \'^ OCTOBER 1998 

UBN : Account Title : 

Re : Transaction Monitoring for the month of SEPTEMBER 1998 


The attached report(s) of consolidated monthly activity for the captioned UBN'shows a variance to the existing 
transaction profile as follows : 


versus the profile of 
_ versus the profile of 


n Total VOLUME of incoming items was 
n Total VOLUME of outgoing items was . 

n Total VALUE of incoming items was USD versus the profile of USD _ 

Q^otai VALUE of outgoing items was USD versus the profile of USD _ 

Private Bankers comments / explanation : 


\ 0 { 


rJlCAt^ ^ 1.1 77^ g/ c^r.c’U'J^ ■ 

///lJr /ror-.cAl. . 




T 






Private Banker 


Supervisor 


/ piiminii»aii<i-!igu Df. Navsecl Ahmed 


print name aiut sign 
r~j Updated T^nsaction Profile is attached 


: /2 / /O , 

: /i/ /O 


Transaction Monitoring Unit 


Print & sign name 


r~) T>ansaction Profile updated 

nr Exception reviewed and explanation accepted 


zTzzzir^^ 


: T-C-I 


rEP^* 


,CtEP 


After completion, Private Banker to return form to : Transaction Monitoring Unit. Griffin House 
STRICTLY COfinDENnAL - NOT FOR 
aRCUUTTON 

SUBCOMMTITEE MEMBERS AND STAFF - m/C:shonkyctpS.dcc 

CWLY 
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/Qta 6:29AM; 


i«m» 


Pax 962 


EXHIBIT#. 


on InvestigaSons 

33i. 


i&. 


re-issued on amenipent 



! porstjant to.the leave of Colman J given by Order dated March 1999 
i^ c-issued upon nmetidment pursunnt to the leave of Colman J granted 

Re •issj»e<) upon re-amendmen^ursaant to the leave of Tiraothy Walker J granted by 
b<-drr dated 2 6 '*" MwWh i999* 

1999 Folio No. 404 


y € T \V 



F. EN: . 

Compagnie Noga D’lmpdrtntion ct D*Exportatl6n Sa 

PlflintifT 

-aad- 

(1) Australia and Nw Zealand Banking Group Litnitbd- 

(2) IVfrs. Maryam Abncha and Mr. Mohammed Sani A'bacha as 
the Personal Representacivcs of General Sani Abach'n deceased. 

(3) Chief Anthony A.Anl 

(4) Aii Abacha. 

(S) Mecosta Securities Inc. 

Pamar Shipping Corporation 

(7) Citibank JN.A. 

(8) Citicorp investment Bank (Lu':tenibourg) S.A. 

(9) Abubakar Bagvdu 

(10) .viohammed Sani Abaehn 

(1 1) Banque Worms 
<12) Bnnque $.B.A< 

(13) Standard Alliance Corporation 

(14) Standard Bank London Limited 

(IS) Steven Hawkrward 

(16) Mark-Langhora Coombs* 

(17) Credit Agricole Indosue? * 

(IS) Christianiu Bnnk OG Kreditkfl.s5e ASA; 

(19) t?^tS«^ .VCorgait Sfenfell (CT) Ltd^ 

(30) Deutsche Bank A.U. London^ 

(2 0 Asftmorc inve^meiii Nlanagement Ltd~ 

(221 Christopher Raeder ^ 

"(23) Milan Markovi^r 

(24) Glandore Fioanclnl Limited^ 

(25) UBS A.G.^ 

( 26) Wfl^rwick Lnterprlsgs LLC ^ 

(2*^) Ba'oca deit GottnrSo " “ 

(iS) Goldman Snchs & Co.* 


ij.e.ffe.rj.diJhrs 
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Raerelv/ad: O/za/OO e:SOAM; 




28-09-99 ll:Sl 
Fa* .cftiit. 


: 41 171 936 


m>nil>fU.'XTi^Vwm' ntM 





'J'ii Ihe Offt-ndAntS 

( I ) xustraJia and New Zealand Banking Group .Limited of Minerva House, P O 8o^ 
“• .Montague Close, London SEl 9DH; 

(?) Mrs Mnryam Abacha and Mr Mohammed Saiii Abachn of l/7,Cidado Road, 
Knno. Karto State, Federal Republic of Nis«ia; 

(5) Cbief Anth.ony A.Aoi of 24 Cameron Road. Akoyi Lagos. Lagos. State. Federal 
Republic of Nigeria; 

(j) :\l\ Abflcha on/7 Gidado Road. Kano. Kano State, Federal RepubJIc of Nigeria; 

Mecosta Securities lac of the British Virgifi Islands; 

(A) Parojir Shipping Corporation ofSO Broad Street, Monrovia, Liberii; 

(-} Citibank N.A. of 120 Wail Street. New York, NY 10043. L'’Sa: . 
f S) Citicorp Investment Bank (Luxembourg) S-A. of 53 Botilevard' de ia Grande 
Duchesse Charlotte, 1330 Luxembourg; 

(•>) XhobakarBngudu ofLondoo and/of Lagos, Nigeria; 

I I 'li Mohammed Snni Abacha of 1/7 Gidado Road. Kano. Kano Sfate, Federal RepijKlic 
of Nigeria; 

(Hi Bnnque Worms of I Place desDegres. tour Voltaire* 92059 Pans La Defense, 

Fl'anoc; 

B;mqiic S*B.A. of 28 Rue Bern, 75008 Paris. France: 

Sraodard .Alliance Corporation of Cannon Bridge House, 25 Dowgate HiH, Londc 

2SB: 

5i;indard Bank London Limited of Cannon Bridge House. 25 HUl.- 

L''>ndon FC4R 2SB; 

Sreven Hawkward ofCannon Bridge House, 25 Dcivgato Hill. LoodorjHC*lR.2SB; 
Murk C oortiba^ of 14 Murray Road. Wimbledon, Loodon. S.WV9 4.PB . 

Credit Agri c^e Indosuee^ of i 23 Le^eohall Street, London .EC3V 4QH 
Christi ania Sank OG Kreditkasse .ASA-* of Lloyds C hambers. I Porrseken Street. , 
London £ 1 8R(!J ; . • • , 

DeUtsch* «vfof gan Grenfeil (Cl) Ltd^of St Paurs Gate, Nexv Street, St Hfiiier . 

Dcut-schc Bonk AG London of Winchester House. 1 Great Winchester Street, 

^ — ~ — 

.•v s h tn o re Inv estment ^^anngcment Ltd* of ! 10 Canon Street.- London . S C 4S' - . 6.A R ; 
C hristopher .Raeder^ of 1 ! 0 Canon Street, London £C4N 6A.R; 

Miian Markovich' of i 10 Canon Street, CondorTLC^N ^AR: 


(O) 

,l'53) 

(i 0 

(ifl 

si-)' 

n«) 

nv) 

HOI 

(ii) . 
(21.> . 

. 

HA) 

Hr)'- 

f'fM 



Glnndore f lnaincial Limited^f r e»<»e*-o- r ’u-s, 

C BS AC o f ( Curzon Stre et, London WTV7^' oe^-r-. 4»»i .. 

W iinvkk Enterpn.5« £l.C*e<-* ivvrw «r r*^yT 

jSanca del Gottnr^o^yiaie'Franscim S. Swi^erl^'d, 

Goldman Sachs & Co/ ]v(uensterhof4. 5001. Zuncb/tsw^ueriand ““ 


TCi>. 

-i.. 

<r fy<to 


t . 


I :‘if of’ Summdn? has been wsued agoihst you by the above-named PlaihtitTin reiJpe*’' -'f 


f overienF. 
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H«o*aw.ac» • 

28-^09-99 M:£ 
Trtv h<i 


r.iisr 



■J.iOO 


'K'.-U 


■ Mi: ;f 



i»PniKF»f.TV^cunn kjsw 


Kdinxea PaX' ^S25 ' Pajj* ■ 


<11 dw after the service' of this Wn? oh ycKi,- -coaming 'the day of $cr^c^ rh« 

53tisfy the claim or' return to the Court Office mentidnsd ^low, rhe accomp'arK-tn;? 
inwlrdjiment of Service stating therein whethei- you intend to cbmesVthese procccH.in.cs 

1 'flirfo satisfy the claim or to retum the Acknowledgment Unthm rhe time stated, or if . 
mil-'' the Acknowledgment without stating therein an intention to cb'ntWt the , , , 
■r.iin^s, the' Plaintiff may proceed with tht ^ion’and judgment ttwy be chtefed agaimt 
uThwirh without further notice. 


i fri'in the Admiralty and Commercial Regissty of the High Court this l^th day of March 


.'lij'ife! fro m the <^dmiraltv and Cotnmcrcial Re^stry ofthe High Gouh.thts 2^nd 6ay . 
!P'^9 • . • 

i.;ied from th e Admiralty and Commercial Registry ofthe High G CiUftthis^lif; d ay pf 

^ , • 

Tht? Writ may not be served later. than 4 cilendar memhs (of, ifleftivd is required rp 
ctfrer scr»’ice dut of the jurisdiction, 6 months) beainning with that, date iin)e.ss 
, r',»)ja-,ve<l by'b.fder ofthe Court, 

EVIPGRTAJVT 

ioc-^ fnr Ackno\vl'ei:lgtrient:ot'Scr''ice arc given with the accompariyihg form, 
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28-09 

T’>»r j 


Konie* p-**: S&ZSi ' S . 


' D^[iv«?ry up o^rh* follo'iwng property owned by the Plaintiff^ 

f,\) Nigerian Par Bonds or other Bonds hdd or controlled by any-defendahi faHi.iia 
within any of the following categories; 

(i) ■ bonds which are directly or indirectly held for 'thebencfii.of the K'jstate 
of Ceocf'al Sani Abacha C*ihe'EMate”)s Chief Anthony A. Ani (‘’Chief 
Ari"). A3i Abacha, Mecosra Securities lnc.(“Medosta-’X Pamar 
Shipping Corporation (“Parrtir’*). Mary^ Abacha'C^iVif* ' 

Mohammed Sam Abacha (“Mohammed Abacha’‘), Afeijbaknr Ba.Buriu. 
Startdard «-\il{ance Corponttioo (“Standard .MliancO dr, any one, v?r - 
more of them Of their nominees; 

Hi; .bonds' which were the subject' of aTransfermade by. Staheiard Bank . , 

, -London Ltd to Banque Worms tor credit to Banque S.S .A in of 

February 1999 tor Standard Alliance as -beneficiary; 

fill) bonds which have been acquired using m whole or iaparc .funds dc»->vf;‘d 
from the transfers or any of them set OUT. bclowi or theirprocred';. 

riv) , bonds which h«vc been acqimcd using tn whole Of in phrt fimefs dcrivird 


j-eoiv^os 9/aa/as eiafAM;. - • .» 

•99 11:82' FROn: . ' ' 

cflii ^^.4 : 4-^ 171 536 


tm: Pt.A rNTIFF'S CLAIM is FOR:- 

As.asstnsj ali-.I2.^f^cdaa.g-‘ 
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38-^-9S 


AD«IW5Lt¥>?eonf!' iffiG 


■ ,» Konicra. P«x-s»sas'; 
TO:S 


lliS7 


■ ■ fromNigerian ParB6«ds>i*W^ were'beid.(Jirec^'.dr-tndjTea!y •for-.rhc" • 

. benefit of the Est^e of G<»craJ Sajii i^acfaa C‘tfee SstaW')* Chief 
Anthbny A. Ani Ali Aba^a, Mecosta Seeunties' 

Inc.<‘‘b»^e6om”}. Paraar 5hippmgCorporau6n'C-P^'at”). ..^^bKaTn 
Abacha X*‘Mrs Abacha")4 Mohammed Saw Ah'acha ^^dhoTtimed • ’ 

■ Ahadaa’*), -Ahubakar Bajpjdu, Standard Alliandd C^oi^tidn - 
C'StaBtiafd AiUancc”) or any 6 r'c or BiOTc of them-or fheir nominep^ 

Hereafter, any bohd ailing -^ithm any of the above c^e^tics'is referred tea? a 

"releyam bond". 

The transfers referred to in (Hi) above are:* 

(aV ■ ,jhat fnade'by tfnsn behalf of the Central Bank ofN^gejia pn 'pr'ahnuf • ■ 
17* .M3ylt'996 of aboulOM‘^Sd.S04,725.30 made irt.relafibn fi> hills'rtC 
I exchange 18-15 and 20 issued in connection . with the /Njabkuta Sreei • 
ProjecT and believed by the Plaintiff to'have been made to .Ai^Z 
Prankfijrt for the account of kSZ London: 

(,b) . ' • 'That made by or on bchalforihe Central Bank of Nis«t;ia on or' aho?(t ' , ' 
1 5'" October I99fi of about DM 4S6..'04. 723. 30 made in reiatpn I'o:’ ■ ' 

faillsoF exchange noa 8>- i 5 and 20 issued in c'onHccfioh, wlrh the . 
Aiaokuta Steel Project’and believed fay the PJairttlfttb have Web rwde; , . 
to Citibank AG FrahkfUrt ftf the credit of MeffflP Lynch r5iii.<t?e> 

. ’^jA, Geneva and tbr furthcr.credit to Mecosta S^umics foO ; 
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9/2a/S9 .e:'31A 


AsnimLTVo'conn reg 


(c) those.m^e by or on bch^fofthe Central Bank of Nigeria on or alSbiit : 
9-'' and 22"^ April 199? totaling ^out P^^ 486.504,725/50 jroadr iri 
relation to bills of exchange no3 8 - 15 and 20 Issued in connection wirh 

. the Ajabkuta Steel Prijjectftftd believed by the Piaintiff to ba^c been 
made to Citibank New Voric for the account of Coldrnan Sachs and Co 
Bank Zurich wlih the beneficiary being Slecosta, Securities Inc,; 

(d) : that made by Standard Bank London Ltd, or a company wxthin the 
Standard Bank group of companies, in or aboui/Febtuary 1999 for 
Mecosta of about tf^ZS niilUbn believed by the Fldihtiff to hdve been 
cransferred through Crddlt- Lyonnais New York tbr, the iccount of 
flanque S.B.A. at account no. 010856 7000 1000 with “Standard 
(^liancc*' named as beneficiary 

/«) any transfers made In relation:© transacilohs conesrrtihs bills of 

exchange numbered"8: - IS.aod 18 • 20 issued in cOnhcctioriAVith rhe 
Ajaokuta Steel PiNjbct.. 

Hereafter, the said transfers ate called “the Nigerian transfers'' 

> n ) • any 'ci'sscts whatsoever derived: in whole or in pan fromthc;p'rpcc'cds c'f frn:\t.s 

.wharsoever nature of the Nigerian, transfers or any of th6m< :or derived from ;iny 
relevant bonds which are or have af any time been wnhiri the scope 0l’( ‘V) 

. . .'abeve, : 
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■ <onic« 'F** 063 B,;-' 




rtereartftr any propeny falling within <A) or (B) is referred to a'‘*th.isi ' 

property", 

■.\-siiijjmcTlon in such ternis ta may bejusa and appropnare for the purtjpse of- • 
>^'coa'irh'ng dealings With trust property and compelling transfer of the said msst 
niaperty-io.thePlaintiff.- • 


nil hecessary, acdOuHH and inquiries; 



i.\} . 3 declaration that each of the said defendants is liable Eo^thO^PidmHfTasa. - ; 

constructive trustee on the groups that the said dcfendarii'knowingly’iwetvcd ' 
trust property and/or ScnoWtngiy participated in or assisted in a djsMnetr.'H'id , 
fraudulent scheme designed to tafce and/6f conceal trust property; ' 

( B) . repayment of the value of the trust property, together With compound mrrre'sr. 

iV) equitable, compensation 


iiM' damages 



injunction i» Such terms as may be just arid apprepnatprequirinvi thrm >i!. ' 
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se-09-s^' las 

Fa* spi^-t h<.( 





s/as/es et 32 AM 


- Kanlea Fax, ©SfeS ■ Fafla' e 


fW»l}9fl.tr<riMr9t ntw 


transfer any rdevanr bond in their possession or control into the name of the Plaint iff 



orders for ftjll infonnation to b,c provided to Noga about the ^ox^ngdoing: arid 
rhe said assets mcluding their fruits wd proceeds; 

6 inher or other-relief* •, 


>n,56re5t ro be.assesaed.pursuant to section jSA of the Supreme COiin: Act 1981 and/or 
interest ('whether compound or simple interest) ar such rate and tor such period, as the 
court >0 the exercise of its cputtable jurisdiction thinks fit. 



.. STEVEN 'GT-F; O’.C:..'; 
VASANTI :5EtV.AiC-\TNA{\.i ' 


VASA?^t -SEL V.A R- \TVA,\| - 
V.ASANTI •SELV, ^.^TN r;._ 


o'-ritl' rhe'Hich Court' of England and' Wiles has power under the Civil Jiifi-tdicrirn 
.Acr- l'5S2 CO hear and detSrtKoeahe Claims against the tfighTh. eleventh, hvejftb 
r\vcr.ty-,«C'--enth and twcnty-eighft -defendants, and that no prbreiidings tire > 
(in.Sse'pwrtieS in Scotland. Northern .Ireland or another -Convention 
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Seecivedi &tSQ/.9S 

as-09-^''ll:2^. FRqci5.._ 

?•«••« ■e/'ofc ?»<j : 44 171. 536 62^5 




Ionics P^x-. 9825; .•. -Pi 
- TO: ^^^^2 


__P»3E:i0'l2 


■ ■tnv corjtraGnng 


«at4 as . defined by secnttiri 1(5) of the said Act. 


TljjVvv rU was iissuedby & Svcb;(tf3 Field Court, ii«i,:^,ndoh,-W^^ 

■ -i;>;':^4'ncIcor.s'fo.f the Plai/rtiff 's^hose addre3$;is 42 du Rhone,. ;l'2p4'Geni^a.' $'*'if,?'erland ' 
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esSSAM: 


-> K<sni.<sa 8835; 'Pap*' ';Vl 


£8-05-99 

H'J . - -. 


44 17i 93& &24S 




Toss^^^; 


Sohedwle of Service far Acknowledgement of Service 

Wltt.m l4iiay! ‘. r,!3, 14,15. «. IT. 1*, l4ai«i 20*.2!^23“..23“4^^^S'“^3eftH^^^ 
wijiiih ;'.5' days -,2t^c3 28* Defendant® ■mi .S v«(it«rtfti>d 
2 r days - ,V1* and 1 2* berendants.in Fmncc 
2 5 days - 8“' Defcndani in Luxembou^ 

' WtThin?2 days -- ^ and 10 *Defef^dBts in Nigeria 
X^6iun2'2days-6*p€feadaittsln Liberia 
Within 22 days ;- 7;a»«i26** Defendants in New ybrit/DeUaware 
Withht .Vl.day5> .5;and 24* Defendant in British Virgin IsUnds 
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■ j^pee:ia<,xa 





ACt-iafti 

A^m IT4 T-Bfg ivrATT^ WoP IK t:ei<0£D 


8 tTW jEK N.- 


Compagni^ Nog:* O'lmporrmmn 
CExporration SA - 

•mioiiCC. 

- • and :S.«ra» Zealand Bankifrg^Ri'nujj 

JLimiced 4ikOthers 

Csr^diUilS 


RE-A>IENPE8 'WRIT 


Messrs. /4rneS!^'.^iiir«.>»t- 
3, Cuurr. 

Gr:^'a irtn; ^, •■• 

lon^don’'vv*g 

Tel: 0171 2<»2«iOS 
R«r PM-SOiCOMOOZ ; 
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T.'SHsaction Monitoring 


C!TIBAN<^ 

THE CITIBANK PRIVATE BANK - London 


To 

From 

Date 

UBN 

Re 


f\j g , r-l A r- ;j.d 


Transaction Monitoring Unit. Griflin House 
NOVEMBER 1998 

Account Title : 
TransacnoQ Monitoring for the month of 






OCTOBER 1998 


The attached repon(s) of consolidated monthly activity for the captioned UBN shows a variance to the existing 
transaction profile as follows : 


D Total VOLUME of incoming items was . 
Q Total VOLUME of outgoing items was . 


versus the pronic of 
_ versus die profile of 


H Total VALUE of incommy items was USD versus the profiie of USD 

S' Toiii VALUE of owjomF iicms was USD ^ .'pDj . vetsus the prorilc of USD I J i ~ 25iJ 

Private Bankers comments/ explanation : 


C/ IbN-'- ' 



' y . A . / 

Ktriuj'- 'JTJ fc //v'/’" ^ /> /’<;<’ 

S.-T , 


-7 = 7 


T^;A -h’'''/V\ 

l\'1r ~ h-LfV- G-t. 

; A. fo. 

A Ic 

lac b.nT l|- liAxLI fcte-lco. 





Private Banker : 

' " Date: 




Supervisor : 

kryOrli^ . Date 

isSf, -T^/ClCi 


Q Uptiated Transaction Profile is attached j 


rOfl-Tmc- \#OiTU C.«v C- "f<* L < 

^4 oO'TW «z_rv^ et_ . 

Transaction Monitoring Unit D Transaction Profile updated 

Q'-Exception reviewed and explanation accepted 


Prise & riea sane 


TR^ ^ ^ 


Date : \ o / C ./ 


Donna Adams 
Resident Vice President 


A fter completion. Private Banker to return form to : Transaction iVIonitoring Unit Gri ffin House 
STRICmr CCWFIDENTIAL - NOT FOR 
CIECULATOr 

SUBCOMMITIEEMEMBEES AND STAFF 
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CmBAN<^ 

Transaction Monitoring THE CITIBANK PRIVATE BANK - London 

To : [ylQVe^d Ahr.^ed 

From : Transaction Monitoring Unit, Griffin House 

Date : ZltK MAY 1999 

UBN ; do5382 Account Title : REDMrtEP 

Re : Transaction Monitoring for the month of , APRIL 1999 


The attached report of consolidated monthly actirity for the captioned UBN shows a variance to the existing 
transaction profile as follows : 


Q Total VOLUME of incoming items was . 
Q Total VOLUME of outgoing items was _ 


versus the profile of 
_ versus the profile of 


_ versus the profile of USD _ 


Q Total VALUE of incoming items was USD 

TCK^tai VALUE of outgoing items was USD 2-88' 800 , versus the profile of USD lOi ~ 2 dO 


Private Bankers comments /explanation : 


ri/ni/janun porT c>/ ow to 








Or cj 


'■A Ovlc. glg-Ox-^x-g-, ct..^Aar( <TxJr:- 


iS~4^ 



{=^-e> fcS_s3\A.\jr o ^ ^ P F" > 1252-V V J ^ \ 

osr -TVV^*- -=-.;>j-rNAj=v-ri o^a’ ci.u.o'^-2- VAX'S. 


Transaction Monitoring Unit 


Piint &.si2E name 






n Transaction Profile updated 
Q.'ExMption reviewed and explanation accepted 


Date : <L /"=x^ 


Donna Adams 
Resident Vice President 


After completion. Private 


BVMm&m&mrn Mo n itoring Unit. Grifnn .Ho use 

emeULATrON 

g^MMrrraEMEMBEBSANDSTMF C $ OcOM^oh*. 
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Salim Raza 


Frpm: 

Sont; 

To: 


Mfchei Accad 
03 June 1939 13:41 
Salfm Haza 
Abacha's acosunt 


STRICTLY GONHDEmm - NOT FOR 
CffiCUIAUON 

SUBCDMMirrEE MEMBERS AND staff 
ONLY 


A major local paper (This Day) had a stofy today «^out » CoRstof* High 
Court|udga ii^lng a njling tc block foi^ign accounts of i«te 
Qen. Abaeha and his cronies in London, Paha and Swtaarland. Two 
banks vwere specificafly narned In the article; Deutsche Morgan Granfefi 
and Citibank. If true, this would be aniarassing. 

The ruling is appat^ntty nsiafed (o the buybuk of ^.SBn in Nigerian 
debt owed to tha Russian gov’t In casnne^on with the Alaokirta steel 
prajec* (the biggest Nigerian while elephant project - after I 

doni believa tha PBQ e IfivcMved (n the Afascha accounts, but Td fike 
to make sure before* t issue a farmai denial. Note that some other CW 
entity might have had something te do Si ihe defc« buyback txn (e.g- 
?h» Bradys trading dssrk in London), which would be OK. buttidtjch also 
could hava caused the eonfuaiori. 

Can you therefore please confimi to me wheiher we have any Abocha 
account in London, Paris or Geneva? 

Thanks/ali the best, Mldie! 


CS007474 
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Glanztnann, Walter 


Senate Remanent SuboDmmittee 
on InveeUgaSons 


EXHBIT#. 


33J . 


From: 

Sant: 

To: 

Cc: 

Subject: 


Musi, Mark 

28 July. 1999 3:56 PM 

Battaglia. Steve; Singer, Eugenia; Lesj'ongard. Alain; RIchaftJs, David; Garmon-Jones, 
Richard; Glanzmann. Walter; Shenoy, Ananth; Kwok. Daryl; Eager. Karen 
DLCC-DIRECTS; Hill, Oalna 
FW: List of Names 


All, 

In case you didn't: already see this notification, please review for these names 
and let Mike Snipe, and me, know if they have, or had accounts with the PBG. 

Thanks, 

John Bowman 

Original Message 

From: Snipe, Michael J, 

Sent; Tuesday, July 27, 1999 9:46 AM 
To: Musi, Mark 
Subject: List of Mamas 

Mark, 

I neglected to include you on the original distribution. 


Regards 


Forward Header 

Subject; List of Names 

Author: Michael J. Snipe at KUSNYC 

Date: 07/26/1999 9:11 AM 


In Friday's Financial Times there is an article that indicates Che US 
government ia going to assist Che Nigerian, government locate billions 
of dollars mis appropriated by the country's former military leaders 
and their families. As you know these types of situations often times 
bring about unnecessary and unwanted negative publicity. The names 
mentioned in this article are below: 

Sani Abacha 
Anthony Ani 
Mohammad Sani Abacha 

Should you locate any of the above as having an existing or closed 
relationship please advise. 



CS002153 
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Copyright: 1998 Guardian Newspapers Limited 
The Observer 

November 22, 1998 

SECTION: The Observer News Page; Pg. 25 
LENGTH: 749 words 

HEADLINE: How the grand lootocracy beggared Nigeria's people; 

The scale of Sani Abacha ' s theft from his country is so staggering that Africans 
had to invent a new word to describe it, Cameron Duodu reports 

BYLINE: CAMERON DUODU 

BODY: 

FIVE months after the death of Nigeria's military dictator, General Sani 
Abacha, the amount of money revealed to have been stolen by him and his family 
has become so staggering that his name now stinks more richly even than that of 
Mobutu Sese Seko of Zaire (now the Democratic Republic of Congo) . 

Mobutu hid all his stolen money in secret bank accounts abroad, but the 
Abacha family trusted in ready cash. According to the government that took over 
from him on 8 June, no less than $ 750 million in foreign currency has been 
retrieved from the family. 

As a result, Abacha is already being commemorated in songs of abuse such as 
the one quoted above. The reference to the 'Kama Sutra' alludes to reports that 
Abacha met his end during an overzealous tryst with two Indian courtesans, and 
that he had imported Viagra pills for the occasion. 

Abacha ' s wife, Maryam, was more interested in making money. A few weeks 
after his death, she was stopped at Kano airport trying to leave Nigeria for 
Saudi Arabia 'to rest' after the ordeal of her husband's funeral. She was 
carrying 38 suitcases. 

As a Muslim woman, she would have been expected to go into purdah when she 
arrived in Saudi Arabia. So the amount of luggage she was carrying for such an 
austere rite aroused suspicion. The suitcases were seized and found to be 
.stuffed full of foreign currency. 

One of Abacha ' s sons was also caught with about $ 100m on him. During his 
father's reign, the young man drove two differently coloured Ferraris cars - 
despite the 'go slow' (traffic jams) in Lagos and most other Nigerian cities. 

A further two to three billion dollars are estimated to be in the hands of 
Abacha ' s foreign frontmen. Abacha utilised the services of Lebanese merchants, 
particularly the Chagoury brothers, for his overseas financial operations. 

The Washington Post reported on 22 November last year that Gilbert Chagoury 
made 'a contribution of $ 460,000' to Vote Now 96, an organisation closely 
associated with the Democratic National Committee in the United States. As a 
result, Chagoury was able to 'attend a White House holiday dinner with President 
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Clinton' in 1997 for 250 top Democratic National Committee donors, although 
Chagoury was 'not a party contributor and could not legally give to the 

The Observer, November 22, 1998 


Democrats ' . 

Mallam Mohammed Haruna, chief press officer for the new head of state. 
General Abdulsalami Abubakar, told reporters in Abuja that full-scale 
investigations are going ahead to try to locate any of Abacha's money that is 
hidden abroad. 

His greed has added a word to the African political dictionary - lootocracy. 
Abacha deliberately starved Nigeria's two oil refineries of the funds they 
needed to stay operational. As a result - and even though it is one of the 
world's most important oil-producing coxintries - Nigeria regularly ran short of 
petrol. Abacha would wait for riots at petrol stations, and then give licences 
to his business cronies to import refined fuel into the country. They could 
charge whatever they liked because of the 'short notice' they had been given. 

The recovery of the $ 750m from the Abacha family was made possible by the 
squealing of Abacha's former security adviser, Ishmael Gwarzo. Gwarzo himself 
has also handed over $ 250m, which he had withdrawn a few days before Abacha 
died . 

The money was to have been taken to a conference of the Organisation of 
African Unity, 'to be distributed to African heads of state Abacha wanted to 
influence . 

Newspaper reports in Nigeria have forced Ghana's president, Jerry Rawlings, 
to deny that Abacha gave him $ 5m through Gwarzo in November 1996, an election 
year. 

Abacha wanted him to win so that he could continue to plead Abaqha's cause 
in the Commonwealth and oppose Nigeria's expulsion after Abacha's brutal 
execution of the Ogoni writer Ken Saro-Wiwa and eight other Ogoni environmental 
activists on 10 November 1995. 

Another West African president whose electioneering was bankrolled by 
Abacha is said to be President Matthieu Kerekou of Benin. 

In providing information to the new authorities, Gwarzo is trying to protect 
himself, for he, too, is no novice in the lootocratic stakes. According to 
Abubakar ' s chief press officer, Gwarzo owns 'a total of 28’ choice properties in 
the federal capital, Abuja. 

Gwarzo was also found to own 16 trailers which were filled with fertiliser - 
a commodity that is always in short supply in Nigeria. He has since been placed 
under house arrest. 
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Copyright 1999 Agence France Presse 
Agence France Presse 

June 03, 1999 16:33 GMT 
SECTION: International news 
LENGTH: 407 words 

HEADLINE: London court freezes accounts of late Nigerian ruler 
BODY: 

LONDON, June 3 (AFP) - A London High Court has ordered that bank accounts 
linked to Nigeria's late military ruler General Sani Abacha and some of his 
aides should be frozen, it emerged on Thursday. 

The ruling was issued in March in a suit filed by a Zurich-based trading 
company, Compagnie Noga d'Importation et d'Exportation, over a 2.5 billion 
dollar corruption scandal, a London-based spokesman for the company told AFP. 

"They're trying to recover the money from the estate of the former president, 
his son Mohamed and his former associates," said the spokesman Nicholas Lloyd. 

The company, owned by billionaire financier Nassiru Goan, obtained a freeze 
on accounts at Deutsche Morgan Grenfell and Citibank belonging to the late 
military ruler and close aides, a source close to the case said. 

Noga further secured an order freezing general assets of Abacha and some key 
functionaires of his government in London, the Chamiel Islands, Paris, Germany 
and Switzerland, the source added. 

The company expects to be joined as co-plaintiff by the new Nigerian civilian 
administration which took power on May 29, acording to Nigerian newspaper This 
Day. 

The legal action is taking place at the London High Court. 

Karl Ziegler, chairman of a debt recovery firm Centre for Accountability and 
Debt Recovery (CADR) contacted by Noga, told the New Nigerian newspaper that 
President Olusegun Obasanjo had spoken to him by phone over the issue. 

Noga bought up some 2.5 billion dollars in debt owed to the Russian 
government in connection with the abandoned AJaokuta Steel Rolling Mill project. 
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Noga claims it had made a 500 million dollar payment which should have gone 
to the Russian government but that it was diverted by Abacha into family and 
friends' accounts at Morgan Grenfell and Citibank. 

The Ajaokuta Steel Mill affair b«:ame public earlier this year when the 
regime of Abacha's successor, Abdulsalami Abubakar, said a member of Abacha's 
family and two former ministers were involved in a 2 billion dollar debt 
buy-back scam over the affair. 

The Ajaokuta Steel Mill, begxm in the 1970s, was built at a cost of an 
estimated 5 billion dollars to the Nigerian public coffers with 2.5 billion 


owed to a Russian contracting firm. 

The plant has never produced a single ingot of steel. 
Nobody has to date been prosecuted over the affair, 
pcj-hm/cb 

LANGUAGE: ENGLISH 


LOAD-DATE: June 03, 1999 
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July 23, 1999, Friday LONDON EDITION 1 
SECTION: INTERNATIONAL; Pg . 05 
LENGTH: 759 words 

HEADLINE: Nigeria seeks help in tracing billions 'taken' by former military 
leaders 

BODY: 

Nigeria's president Olusegun Obasanjo has made a personal appeal to US 
President Bill Clinton and British prime minister Tony Blair for help in 
tracking down billions of dollars allegedly misappropriated by the country's 
former military leaders and their families. 

The appeal coincides with allegations of corruption involving the former 
military leader, Gen Sani Abacha, which are due to come before the London 
courts . 

A Swiss import'- export company is attempting to recover more than DM486m {$ 
253m) from the estate of General Abacha and others. If the case goes to full 
trial in London's High Court, it is likely to go into unprecedented detail about 
the financial affairs of the former leader and his allies, some of whom may give 
evidence . 

Both the US and Britain are expected to try to help the Nigerian government. 
The company involved in the court case, Geneva-based Compagnie Noga 
D' Importation et D' Exportation, is seeking to recover money from a debt buy-back 
transaction concerning Nigeria’s controversial Ajaokuta steel plant. 

The company claims the money was fraudulently diverted from the Nigerian 
Central Bank into accounts controlled by General Abacha, who died last June, and 
others. Substantial sums in overseas accounts have been frozen pending the 
outcome of the action. 

It is believed the Nigerian government may attempt to enter the London legal 
action to reclaim some of the money frozen in overseas accounts. The move could 
complicate both the legal action or attempts to reach an out-of-court 
settlement . 

Those accused of taking part in the fraud are General Abacha 's brother Ali 
Abacha and Nigeria's former finance minister Chief Anthony A. Ani. General 
Abacha 's wife Maryam and his son Mohammed Sani Abacha are also named as 
defendants since they represent the former president's estate. 

The court case will also focus on the circumstances in which the money was 
transferred through some prominent western banks. Although no banks are accused 
of wrong-doing, it appears the money passed through several accounts without 
being stopped. The banks were made defendants in the case to enable orders to be 
made to freeze the accounts. 
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However, it remains uncertain the case will go to a ful'. trial . The political 
sensitivities of the case could lead to it being settled privately with strict 
confidentiality clauses to prevent the details becoming public. 

The Ajaokuta plant has won the reputation of being one of Africa's largest 
economic white elephants. Some $ 5bn has been invested in the plant despite 
repeated warnings that the steel produced would be at-, prices well above world 
levels . 

Compagnie Noga, run by businessman Nessira Gaon, arranged the debt buy-back 
after Nigeria defaulted on its $ 2.5bn debt to Russia for the construction of 
the plant. 

In preliminary court proceedings, the company claimed the DM486ra was paid out 
by the central bank of Nigeria in May 1996 for the payment of bills of exchange 
relating to the Ajaokuta debt. 

It was converted into Nigerian bonds and passed through accounts with 
Australia and Nev/ Zealand Bank, Standard Bank and others. The assets ended up 
with a number of beneficiaries including two called Mecosta Securities Ltd, a 
British Virgin Islands company, and the Liberian- registered Pamar Shipping 
Corporation, 

In March this year, a judge made an order to freeze sums in overseas 
accounts. Mr Justice colman agreed the company had a good, arguable, case in 
seeking the order and that there was a real risk the assets would be dissipated. 

Banks involved in the action have declined to cdiranent. Australia and New 
Zealand Banking Group, the first defendant, said only that the case was 
subjudice. 

Earlier this year, spokesmen for Abdulsalami Abubakar, Gen Abacha's 
successor, claimed that two ministers, and a member of the Abacha family had 
refunded over $ 50m diverted from the Ajaokuta buy-back. A total of over $ 700m 
of public money was recovered by Gen Abubakar ’s government, from family and 
associates of the dictator. Some of this was found in cash in Nigeria. But there 
has been no official hint of progress in recovering funds from accounts 
offshore. 

It is understood the US state department has received a list from the 
Nigerian government naming 14 suspect accounts in 11 banks linked to President 
Abacha, his family and aides. In addition to banks in New York and Louisana the 
list is thought to identify others in London, Geneva and Luxembourg. 


Reporting by Frances Williams, John Mason, William Wallis, and Jimmy Burns. 
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Abacha’s accounts frozen as provisional measure 

Nigeria has 3 months to file request for mutual legal assistance 

As a provisional measure, the Federal Office for Police Matters 
(FORM) has frozen the accounts of the former Nigerian head-of-state 
Sani Abacha, members of his famiiy and other parties. Nigerian 
authorities suspect that for some years Sani Abacha and the others 
"systematically plundered” the Nigerian central bank. Thus far, the 
FORM has not received any information from the affected banks as to 
the vaiue of the frozen assets. 
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On 30 September 1999, Nigeria, acting through a Swiss attorney, 
requested that the FORM take the provisionai measure of freezing all 
assets of Abacha - who died iast year - and of members of his 
family, and that it obtain bank documents concerning such assets. 

The request for provisionai measures also applies to Aihaji Ismaila 
Gwarzo, Mr. Abacha’s former security advisor, and to former minister 
Abubakar Attiku Bagudu, to four Nigerian businesspeopie, and to a 
series of companies. The attorney announced that Nigeria wili present 
a formai request for mutual iegai assistance. In Nigeria, the attorney 
general and minister of justice, Kanu Agabi, has consolidated the 
various criminal proceedings against members of the alleged criminal 
organisation founded by Abacha. These persons are accused of a 
series of property crimes (including: embezzlement, fraud, forgery 
and money laundering). 


Yesterday (Wednesday) the FORM froze the accounts mentioned in 
the request. Four banks in Geneva and one in Zurich are affected. In 
addition, the FORM stipulated that the Nigerian authorities must file 
the announced request for mutual legal assistance within three 
months. The request should specifically indicate the relationships 
between the criminal proceedings in Nigeria and the assets frozen in 
Switzerland. Following a formal preliminary examination of the 
request, the FORM will decide which authorities will be required to 
provide the mutual legal assistance. A treaty on mutual legal 
assistance does not exist between Switzerland and Nigeria. However, 
Switzerland can provide assistance based on national law and a 
declaration of reciprocity. 


FEDERAL OFFICE FOR ROLICE MATTERS 
Information Service 


Berne, 14 October 1999 
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FOCUS-Swiss freeze accounts of Nigeria's Abacha 

05:53:07, 14 October 1999 


(Writes through with quotes and details) 

By Stephanie Nebehay 

GENEVA, Oct 14 (Reuters) - Switzerland said on Thursday it had frozen bank accounts held by the late Nigerian 
dictator Sani Abacha, close family members and associates, accused by Lagos of having ' 'systematically plundered" 
the central bank. 

In its latest swoop on behalf of democratic governments seeking the allegedly embezzled assets of former strongmen, 
the Federal Office for Police Matters said the accounts frozen on Wednesday were at four banks in Geneva and one in 
Zurich. 

The financial institutions, whose identities it did not reveal, had not yet informed the federal police authorities in 
Berne of the value of the frozen assets, the statement said. 

The Swiss statement said the freezing of accounts had been done provisionally, based on a preliminary request from a 
Geneva attorney representing the elected government of President Olusegun Obasanjo. 

Obasanjo has headed Africa's most populous nation since May 29, ending 1 5 years of military rule. Abacha, who 
seized power in 1993 after the turmoil that followed a presidential election aimulled by the military, ruled the 
oil-producing country with an iron fist. He died in June 1998. 

PROVISIONAL MEASURE 

' 'As a provisional measure, the Federal Office for Police Matters has frozen the accounts of the former Nigerian 
head-of-state Sani Abacha, members of his family and other parties," the statement said. 

"Nigerian authorities suspect that for some years Sani Abacha and the others 'systematically plundered' the Nigerian 
central bank," it added. 

Nigerian Justice Minister Kanu Agabi has ' 'consolidated the various criminal proceedings against members of the 
alleged criminal organisation founded by Abacha," the Swiss said. 

They stand accused of crimes including "embezzlement, fraud, forgery and money laundering," according to the 
statement. 

Nigeria has three months to file a formal request for mutual legal assistance indicating the relationship between 
criminal proceedings in Nigeria and the assets frozen in Switzerland, the one-page statement said. 

"The accounts were frozen to preserve the existing situation. This is only a request for provisional measures while we 
await Nigeria's request for mutual legal assistance," Folco Galli, spokesman for the Federal Office for Police Matters, 
told Reuters. "We never give the names of die banks." 

ACCOUNTS FREEZE ALSO APPLIES TO OTHERS 

Galli said that the freezing of accounts also applied to three close members of Abacha’s family; his eldest surviving 
son Muhammed Sani Abacha, his widow Mariam, and brother Abdul Kadir. 

Mohammed Abacha, the dictator’s personal security chief Major Hamza Al-Mustapha and four other former security 
operatives were charged on Thursday with the murder of Kudirat Abiola, the wife of the late millionaire and 
opposition politician Moshood Abiola. 

She was shot dead on a Lagos street in June 1996. 
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Abiola himself was poised to win the 1993 election when it was annulled by the military. He was jailed when he laid 
claim to tire presidency and died in detention a month after Abacha. 

Tae freezing of assets also applied to Alhaji Isamila Gwaizo, Abacha's fonner security advisor, former minister 
Abubakar Attiku Bagudu, four Nigerian business executives and to a "series of companies," according to the Swiss 
statement. 

Galii declined to identify tlw business associates or the comjanies involved. 

''REUTERS© Reut05;53 10-14-99 

REUTEviaNewsEDGE 

KEYWORDS: SWISS-ABACHA ISTLD 

Copyright (c) 1999 Reuters 
Received by NewsEdge Insight; 10/14/1999 05:53:07 
# STORY TOP 
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CORRECTED-Abacha son on trial for Mrs Abiola’s murder 


In LAGOS story headlined ' ' Abacha son on trial for Mrs Abiola's murder" please read in second paragraph.. .Mohammed 
Abacha, 32, was.... instead of.. .Mohammed Abacha, 29, was... (corrects Abacha's age) 

A corrected repetition follows. 

By Dulue Mbachu 

LAGOS, Oct 14 (Reuters) - A son and security aides of late Nigerian dictator Sani Abacha were charged on Thursday with 
the murder of Kudirat Abiola, wife of the late millionaire opposition politician Moshood Abiola. 

Mohammed Abacha, 32, was charged along with his father's personal security chief. Major Hamza Al-Mustapha, and four 
other former security operatives before a Lagos magistrate. 

The other defendants, facing charges of conspiracy and murder, included Lieutenant-Colonel Ibrahim Yakassai, Aminu 
Mohammed, Mohammed Lawal and Lateef Shofolahan. Yakas^ did not appear in court on Thursday. 

"You... on the 4th of June 1996 did unlawfully kill Kudirat Abiola and thereby committed an offence," said part of the 
charges read by a court official. 

Mustapha and Yakassai also face second counts of murder over the death in prison in 1997 of Shehu Musa Yar'Adua, elected 
President Olusegun Obasanjo's deputy when he was a military ruler in the 1970s. 

NO PLEAS TAKEN BY THE ACCUSED 

No pleas were made by the accused as defence lawyers said they needed time to study the charges. 

The hearing was adjourned to November 17. The presiding magistrate, Paul Dele Gbogodo, ordered that the defendants be 
remanded in prison custody. 

The penalty for murder in Nigeria is death by hanging. 

In court, the younger Abacha looked calm and unruffled in a yellow shirt as he sat next to Al-Mustapha, his father's erstwhile 
dreaded security chief, widely seen as the second most powerful person in Nigeria during Abacha’s five-year rule. 

Hundreds of heavily armed paramilitary police cordoned off road access to the court building in the Ikeja suburb of the city 
of eight million people, keeping away curious crowds thronging to the scene. 

"We are here to maintain security because of the nature of this case, to ensure that the safety of lives and property are 
guaranteed," a senior police officer told Reuters on the street outside the court. 

Abiola was poised to win elections in 1993 when they were annulled by the military. Abacha seized power in the turmoil that 
followed, jailed Abiola when he laid claim to the presidency, and ruled with an iron fist. 

VOCAL OPPONENT KILLED ON A LAGOS STREET 

Kudirat, a vocal opponent of Abacha, was shot dead on a Lagos street in 1 996. Abiola died in detention from heart failure 
last year, one month after Abacha fell to the same ailment. 

Both deaths paved the way for another attempt at democracy under General Abdulsalami Abubakar, who freed Obasanjo and 
hundreds of Abacha's prisoners. 

A former military ruler in the 1970s, Obasanjo won elections which ended 15 years of military mle in oil-producing Nigeria, 
Africa's most populous country of 108 million. He took office on May 29. 

Over $ 1 billion in illegally acquired money and assets have been seized from the family and aides of Abacha. 

Obasanjo's continuing efforts to retrieve missing slate funds received a boost on Thursday with the decision of Switzerland to 
freeze bank accounts held by the Abacha family and associates. 

''REUTERS® Reut08:38 10-14-99 

REUTEviaNewsEDGE 

KEYWORDS: CRIME-NIGERIA-ABACHA ISTLD (CORRECTION) 

Copyright (c) 1999 Reuters 
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Switzerland provides mutual legal assistance in the Abacha 
case 

To date, USD 545 million have been frozen in Swteerland 

Switzerland is supporting the criminal investigations of the 
Nigerian authorities into the embezadement of govetnroent 
funds during the regime of the fomier head-of-state, Sani 
Abacha. The Federal Office for Police (FOPJ has examined the 
fotmal request for mutual legal assis^nce from Nigeria and 
decided that such assistance is admissible In this case. 
Furthermore, the FOP has ordered the additionnal freeze of 
bank accounts and the production of bank documents. 

The Nigerian request for mutual legal assistance involves the former 
head-of-state, Sani Abacha, and 14 other persons pncluding various 
family members and representatives of his regime). The Nigerian 
authorities suspart that they "systematically plundered" the Ngertan 
central bank for some years. They are accused of having committed 
a series of property crimes (including embezzlemeni, fraud, forgeiy 
and money laundering}. Tha Nigerian authorities are asking that 
assets held in Switzerland be frozen, that bank documents be 
handed over and that the assets be reiumed. 

The FOP itself is deriding on the execution of mutual legal 
assistance. The revised mutual legal assistance act authorizes the 
FOP to handle itself cases which are complex or partieuiflriy 
ImportanL In the Abacha case, the FOP is working closely together 
wHh the Geneva investigating magistrate's office, which has already 
initiated criminal proceedings for money laundering and which has 
frozen some USD 645 million to date. This amount may increase, as 
Article 9 of the.Federal Act on the Prevention of Money Laundering 
requires the banks and other financial intermediaries to report any 
cases where they have grounds to believe that assets deposited with 
them originate from criminal sources, are held by a criminal 
organization or could be connected with money laundering. In view 
of the sums involved, which Nigeria claims have been embezzled, 
the banks will probably Investigate not only members of the Abacha 
family, but also third parties not directly mentioned in the Nigerian 
request for mutual legal assistance. 

On 13 October 1999, the FOP extended the omvisional freeze of 
accounts until the end of the mutual legal assistance proceedings, ■ 
The USO SO m in assets frozen as a result of these provisional 
measures are part of the assets also frozen in connection with the 
Swiss preceedings. Furthermore; the FOP ordered that additional 
accounts be frozen; this concerns three banks in Geneva and four in 
Zurich. The FOP further asked the Geneva investigating magistrate 
to obtain the relevant bank documents and to question officers of 
these banks as witnesses. The invesrigating magistrate was also 
requested to hand over to the FOP information from his criminal 
proceedings which could be useful in the further mutual legal 
assistance proceedings, 

FEDERAL OFFICE FOR POLICE 
Press Service 


Berne, 21 January 2000 


CD'- 

CO 

CO 

'Z5 

( 73 . 




708 




709 


Les reseaux efles pratiqTies'qtii ont pefmis rmvf alse 


la femflle dll dictateiif 
Sani Abachaaurait derobe 
3, 4 milliards de francs 
en dnq ans de regne^ . 
nofaxnmantpar Femploi ' 
de contrafsfictifs. 

Trois miUiaids quatre **»*^^^ loll- 
]|os 3 dea 3 ii£SS^(s:vcMJasi:» 3 r 
Z3a tytg la firmf fr de Saai Abacfaa, 
dcmeur zrulioire 'da Kigroa de 
1993 4•1998JauIa}c'd£robMautr£- 
so^ public de ^cn payslarsqu’dk: y 
dc!£naicIepoaw&.Has c^Mo- 
butu ea 32 ans de peovnln. Ijs 


trale da i^geda, scniveitf s 
ouadoa cfAlhaji ismaila 0.......^^ 

cansdQer a la s£cun^ natioaale de ' 
Abadoa, a d&ouise das isS.- 
ifoas de doilais poor ffca.feix 


4 ^ 6 S reseaux de 

LE CLAN 


dust d'aide ficd6 at£i pays ma nina 
OU dca ramp ggnea dc ptomonon 
du ligsi&e i reoangcr qia n’ont ja- 


corruption n 

LES INTERM^IA 
32 ,Snfa^CKSg 52 j^:r: 


ragerian actuel ec coinfirtOf 'par 
rOP5 ditassezramplaxcdel’afiai- 
la pb i i a apsT ta a sc-de ce 'gpgi 
cottfamg la'Suiss^ Ik 
coQSUO&clcszbseauxquioiirptt]^ 
c^nAbaefaa daroefflre irahdlc 
pn^u^^scs iuvzsueaabiablei 


L'essentiel.de I'argent 
s'est envole vers 
des banques etrangeres 

Chef .du gouveroement Sani 
Abacba, xoort: soudaioaneoi: en. 

199Sj Hi»la .agnan-TTr* dCH- 

oant ac^ ai 2 c s&ervis de. la 
Banque ceuuule ec des &rcBs rmll -r 
Ottcsp^gffsaaires potarintiiziidexles 
fcactioonattfes trap sexupuleux. H 
distzibuur Ins cccizats 4 K9 

M f4i n T jj »i »?t ' rirpn^T?t» 

de meme I'acgenc 4 1’abd. S xemi^e 
pdnc^pafcleNlggnasyagcammaa- 
c4 i on qanaguaaxc xmse raderie 
gcamc d’Aiaaiona* ^ a'est tou^ 
Jouis pa» eiiae e ca acnvise. L‘Sbs 
cSgisia&a debounS uzie mnchc de 
950 mtUlDfia da raaifa (eovitoa 
750 ndHIoss 4e £bmc$) pour ce 
pcc^'ec Mais h. coasscacsac &'a 
repti qucMO sdlHcsas dszzsaijcs. Od 
est passe le soldc? Use psrlie de 
argexn; quelque 300 mnUons. de 
madu, a bloc^oee m Gxsndc- 
Bratagoe sue Is iX^pes deilkbu' 
bakar Atdku Bagudu, un hoparae 
d*agage rugerian de 42 ana proebe 
du dsn Abaeha- Le fils de- Sani 
Abacha, A^hanimcd, 31 zas, qui 
prcfmdait dingtr ws aanpagns: 
aciiexsis aux acdvirca laigcraent 
fidiveSa Sdcon Airlmes^ a ettfi un 
aunxbcn^fidaire derop&adoo. 

Daaa un autre k. feriD^ de 
S3nLAbscha,.Mar5at»5'aeQnunaa- 
de 111 mJ^Kons ds doEars dc vwr-* 
dns 4 une sodete apparccaaaxif 4 sa 
famille, Morgan, Procareineat Lid. 
Mais ks -vaedns, febdqu&s par tme 
enneprisc pha rma c cu Bf^a &as- 
9aise, ne valaicET que 48 cnIKons de 
doIiMS. La diSecen.ee a reparde 
encre tfcrcrs coaiptcs, doncl\iD se 
trouvaltdans u:5e bangle geuevoi^ 
5e,aa prafitif AfaufaakarAaifaiBa- 
gudu, ct de Mohaiarncd-Abadaa. 


tkic partk de rargestf detoome • 
a^rcttouvreaiiNigcnajcnBijui- 
dcjpareragziplescmakplapcfajttde 
la vBla d*Alhaii Gwaxza Mas Fes- 
g*gsi:tg?vpkvga banqucs 
■eizangcies. Pour ce &iz^ Je dan-^ 
Abachaabcn££ci4 delaconTpEdife 
. ■ Ja^fairc^ nig fntma 0 -^ 

ocQdctfsux — docs cci-eatos s»- * 
laeixcbiffi cfflisos 4 CjcQcve~qui 
ooZ leure avtocs pzivica pour 
soriir du pa3»5 dcs valises pleines de 
btUets. La z4pabl^e du Nigem a 
d^'qsB pla^is '4 CjenSve cacocte le** 
dan Aba^a aUSSt f vt n rr e 

Abtdsskir Axd^ Bagudu ecAB^ ' 
AcoaduDaura, auotfhommntfaf- 
&irc3 Eugddan,- notammos pour* 
Apaztic^anon 4 unc orgaoawtDoa 

St «>iianrKimgwr d^^^~ 

gem>. -Abubaksx Amku Bagudu, 

qui a ct4 entendu par la fusdee gw- 
nev(tbe,nie tBUte.malvertaricq. 

UcinomCTndal^ qui^ipataisaait 
dans la pcei»ke dfixitmde tugina- 
ne de blocsge dea fimd^ nc figure 
plus 'ians la dexpande d'ezxCrude 
offidclc adces$4e 4 U Suisse; gdui 
de Gitbect Chagoury> cooad£z4 
comcne rbOQune le plus p uasau t 
N^eia. Son p4s^ Biaai, s’® 
instaile dans I’Eot gcpTenTrioml de 
Kasa apres avoir quiffii sea tii&age 
de l^aa, au L&m Gfibez^ te 
^us 3ge deses einqen&xu^abea^ 
grift febuleuseg ign t do son amte'fe - 
de league dacs avss SaaiAbadia, 
qui a lui auisi v4aj. 4 Kaoa.AublH 
•getia. donl 4 et ressortissaai; oa 
eValue - lib^ralement sam doure 
sa forauie 3 quiaze eu viagt aoit- 
fiazdSdednOancIes Chagouiy sent 
nfiWrrjfni*^^ aerift danS Ic pcnolc, 
prixiripale zcssoutce uu pay% et 

ririTTT k «‘f^ r <X nTr^fin GBfaeCt CDia— ' 

goury a da couaibutiacs au 
parti democrate amikirain, a ^ 
repu par des cotiseiOas dc k Mai> 
sonrElanch^ ilest: cociseiDer Special 
du prtsidenc du Basin Matbku 
^lijcou. L.*ua des masques de la 



Koxuld, r^t^seaxe lUe de 
G a e s aa de 4 ITJaesco eta etc d6cot4 
park pour ses osivics chazi- 
tables, ' 

Amidsila 

T Th ninm e cst SI imporont pOUI 

r^cemomie du Kigak que ks 
penmoires contre lu: oeff aban- 
doDCdes, au ntxn de riolfait na no- 
Did et cn veroi d'Uo dSreej; qui per- 
me£ aist arm's de I'anaoi regime de 
benificic dVoe amrusiie en 
fe-hflng g d'une ccdzipcnsnion fi- 
nanriecs. Gilbert Chagoury se 


Un dossier Ivolrien en preparation 

UHE NOUVELLE qui n’6Xonn«a personna. La nouveau rtgima an 
place an C6ta d'lvose traque tes foods pretendument detoum^ 
par les anciera dignitalres du pays. Notamment qualque 
180 millions da frartes frangals, soft environ la moltiS de I'aide 
eurepienns oeboyda pour la lutte contra la sida, la ■ 
dficentrallsalion’ et !a prtparation des Slecticns, Une partis de cst 
aidant se treuvsra^dans les b^^ues'siEsses. 

Les avocats da I'Etat ivoiriai, Mea Jacques VergSs at Dominique 
PoncBl, ont oxpcs6 vendredi la dossier au procureur gSn4ral 
genevois Bernard Bertossa. Us vont prachainsment deposer 
{i^ainta pour blanrfifcnwrf cTiugent at soiacitar la salsla des tonds. 
Uns dwnanda d'entride _^«fi(a'aba sst actuaKemsnt an 
pr4psfat!on 4 Abidjan. “ FaUMaRaour 



710 


ui oht p'eiimMTnWaisenrBl'aJble aiiirimys 




n L.iim yi u irgrtnePf-fnaiTr jPariaa&il 
psss&dc ua& tssidencs, mais 3 
pouzzakfaiterobjet de poursukes i 
Geneva pour tJaartitowit' d*ar-- 
gene SoaareffarjlnrAigaad, 800- 
ligne cepcndani i^ue la demande 
vise pas son : 
dintecconttsttqu'aaitotivertdcs | 
cozapcespourledaaAb&cha. ! 

Poumni; conune le confirme le ' 
jugs dTastruciion Georges Zeo- ‘ 
chia, le nom de Gilberc Chagoiiry ' 
tey toff souveu pmrni les propd^ 
oiies decoic^TES douceux bloqus, 
av« cciac de Mohainiocd ccAb- , 
diaScadir AbadiSj raspecrivoBcnr 
QaeC&m deSaniAb 2 id]a.Gilbc:rc 
Cbagoui^ sembic avok Joue un 
role dmnif auptis des basques ' 
suiascs door 3 css uii boa cKenc de- 
puis loogccmps. Ce serair par son 
j cntccmSsc gue Mohammed Aba- 

i dia apUQltvziruncompCeIBn^- 

| mooC 200 millions de dollars au 
* Credit Suisse de Zudeh slots que 
son pirc ctait dejd au poovedr. d>s 
Chagoury soa r ties connus dans les 
milt otnf bancairra, cxpEgtie un Eii- 
3 ciah ptesque impossible aux I 
baaqmcrs desemefierd’emo ' | 




711 


TRANSLATION FROM FRENCH 
ARTICLE APPEARED ON THE “TEMPS” on Saturday 22/01/2000 


Title 

Laundered money — 12 Swiss banks under investigation - 140 accounts blocked — The S’mss 
Confederation has accepted the application of the Nigerian Government to grant the requested 
judicial aid on funds looted by the ex Dictator Sani Abacha, the importance of which exceeds 
all Kqsectations of known cases investigated so far. • 

One Billion Swiss Francs are involved. The subject of stolen Nigerian funds takes gigantic 
amplitude. 


Journalist — Sylvain Besson 

The enquiry about the funds deposited in Switzerland by the last dictator of Nigeria, Sani 
Abacha who died in 1998 and his family continues to occupy the headlines of the press. The 
Federal OfSce of Police has announced that it has, on instructions of the present Federal 
Government of Nigeria, opened a file to give judicial assistance in dealing with the 
investigation relative to the funds held in Banks in Switzerland. 

In parallel, the investigators have reported dial new discoveries of suspicious accounts have 
been found. 

These discoveries amount now to US$ 645 MUHon (about One Billion Swiss Francs) divided 
in 140 bank accounts which have been blocked in various Swiss Banks and not US$ 550 
Million as previously announced. Also, according to the Federal Office of Police, this amount 
can still be increased. The enormity of tiiese amounts provokes the astonishment of the 
Authorities. “How could these banks accept such money from Nigeria generated from looting 
and laundering by a Dictator who is corrupt and brutal at a time when banks were specifically 
instructed to be more vigilant towards funds deposited by public Officials, particularly having 
as example the matter involving ex Dictator of Philippines Marcos in the late 1980*s ?’* 

The Swiss Federal Banking Commission is presently investigating this matter with the Banks 
concerned. The Swiss Federal Banking Commission is interested to know if the various Banks 
holding these funds have respected the rules concerning the legislation relative to funds 
transferred by Public Officials. 

Out of the 12 Banks under investigation, the most problematic case seems to be the Credit 
Suisse in Zurich. In 1995, whereas Sani Abacha was in power since 2 years, this Bank has 
opened an account for his son, Mohammed, who was 26 years of age. The sum blocked on 
this account as revealed by the investigations is impressive. More than US$ 200 Million 
equivalent to about CHF 300 Million have been blocked. 
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The Geneva Judge George Zecchin who is instructing this case confinns this information. The 
Credit Suisse is not disclosing any details on this matter but confirms that it is co-operating 
very closely with the judicial competent Authorities. The Bank can defend itself in invoking 
that Mohammed Abacha did not disclose to tlw Bank his true identity at the time and he 
presented himself as an honest Nigerian businessman, using the name of Mohammed Sani. 

According to the information gathered by our newsp^er, this person was presented to the 
Credit Suisse by Mr Gilbert Chagouiy, a very wealthy Lebanese businessman bom in Nigeria 
who is a key perso nali ty in this matter as well as an old client of the Bank. 

The Swiss Federal Banking Commission considers this explanation of Credit Suisse as very 
suspicious. They say that “when a Bank accepts to receive funds of such importance from a 
client who comes firom a coimtry with problems like Nigeria, it is not enough to ask the usual 
questions of the origin of the finds but it is more important to effect a scrutiny of the client 
and the source of the funds. The Swiss Federal Banking Commission has remarked that it was 
imperative for the Bank to firid out if this client was linked to the family of the President”. 

In other instances, the funds of the Abacha famil y were disguised under various offshore 
Panamean Companies or others. But the explanations given by the Swiss Banks do not 
convince fully the investigators and the Judge, ti the years 1980’s, Banks were sending their 
marketing men to Nigeria to invite potential clients with funds to open deposit accounts in 
their banks at that time, Sani Abacha was known to be the no 2 in the military regime of 
Nigeria. 

Enrico Mon&ini, the Swiss lawyer representing the interest of die FGN in this legal action 
says that “everybody, including the banks, have acted in full cognizance of the facts and 
everybody will now try to exonerate itself”. 

If the penal charges of this case cannot yet be determined, the result of the investigation being 
conducted by the Swiss Federal Banking Commission can cause even greater negative 
repercussions on all the protagonists involved in this case. A high Federal Government 
Official in Switzerland expressed his anxiety on ihe bad publicity which will besmirch the 
financial credibility of Switeerland. This Official states t^t the Swiss Govemment had 
requested all Banks in Switzerland to be extremely vigilant on funds deposited by public 
Officials. This case shows us diat somewhere something has not functioned properly. 

The network and the practices which have permitted the unbelievable looting of a 
country (Nigeria). 

The family of the dictator Sani Abacha has looted about CHF 3.4 billion in 5 years whilst in 
power, namely by use of fictitious contracts. 

CHF 3.4 billion this is the amount which the family of Sani Abacha, Mihtary dictator of 
Nigeria has looted from 1993 — 1998 firom the Nigerian Public funds whilst in power. 

More than Mobutu in 32 years in power. The figure emanating from the present Nigerian 
Administration and confirmed by the Swiss Federal Office of Police describes the magnitude 
of this loot which is considered the most important case which involves Switzerland as the 
recipient of these funds. 
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Our newspaper has reconstituted and dismantled the network, which permitted the Abacha 
clan to hide and save such loot of an unbelievable magnitude. 

The greater part of the looted money has disappeared into several foreign banks. 

The head of the Government, Sani Abacha deceased suddenly in 1998 had the procuration 
and signature giving access to the foreign reserves of the Central Bank of Nigeria and the 
military force to intimidate the Officials whom appeared more scrupulous. Sani Abacha 
distributed fictitious contracts to his relatives and acolytes who thereafter were required to 
stash the funds acquired into safe haven. 

As an example, Nigeria has contracted with a Russian construction firm for the building of a 
giant steel mill , The “Ajaokuta Steel Complex’’ which until this day is not functional. The 
Federal Government of Nigeria has disbursed a first tranche of 950 Million Marks or 
equivalent to about CHF 756 Milli on. 

But the Russian Contractor ha$ only received DM 340 Million. Where did the balance go ? A 
part of this balance i.e. about DM 300 Million has been blocked in UK on the account of 
Abubakar Attiku Bagudu, a Nigerian businessman of 42 years old, close to tiie Abacha clan. 
The son of Sani Abacha, Mohammed, 31 years of age who pretended to manage an Air 
Transportation Company “Selcon Airlines” witii activities broadly fictitious was the other 
beneficiary of this operation. 

In another example, the wife of Sani Abacha, Maryam, has ordered vaccines for a value of 
US$ 111 Million to a Company belonging to her own family “Morgan Procurement Ltd”. 
These vaccines which were manufacturer by a French Pharmaceutical enterprise had a value 
of only US$ 48 MUlion. The difference was split in various accounts, one of which was held 
in a Geneva Bank in the name of Abubakar Bagudu and Mohammed Abacha. 

In other instances, the Central Bank of Nigeria by instructions of Alhaji Ismailia Gwarzo, 
National Security Adviser of Sani Abacha, has disbursed several Millions of Dollars for 
fictitious purchases of military equipment and fictitious financial aid to neighbouring Afiican 
countries or for fictitious public relation campaigns to improve the image of Nigeria, which 
never took place. A part of this looted money has been found in Nigeria in cash under the 
carpet of the Villa of Alhaji Gwarzo. But the major part of the loot has evaporated and found 
its way to foreign bank accounts. To achieve its ends, the Abacha clan has obtained the 
complicity of various businessmen both Nigerian and foreigners, some of which axe well 
known in Geneva, These businessmen have given their private planes to assist the looters in 
carrying their loot in cash. The FGN has lodged a complaint against the Abacha clan and also 
against Alhaji Abubakar Attiku Bagudu and Alhaji Abmadu Daura, another Nigerian 
businessman. The charges raised by the FGN relate to criminal acts and complicity in money 
laundering and theft 

Abubakar Bagudu who has been heard by the Judge in Geneva denies all malpractice. A 
crucial name in this case which appeared in the first injunction of Nigeria, namely Gilbert 
Chagoury does not. appear any longer in the official request formulated by Nigeria to 
Switzerland. The latter is considered as the most powerful and influential person in Nigeria. 
His father, Rene Chagoury has established in the Northern State of Kano after having left his 
village in MLziara in Lebanon. 
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Gilbert, the eldest of his five children has benefited considerably from his long-term 
friendship with Sani Abacha who comes from the State of Kano. In Nigeria, they evaluate his 
fortune at some 15 - 20 Billion Dollars. The Ch^ouiy’s are mainly active in crude oil, main 
natural resource of Nigeria and in construction. Gilbert Chagoury is also known to have 
contributed to'the Democratic Party in the U.S-A. He was received by Officials at the 
House. He is also special Adviser to the President of Benin, Mathieu Kcrekou. One of his 
family members Ronald represents Granada Island at the UNESCO and was decorated by the 
Pope for his charity activities. 

This man is so important for the Nigerian economy that legal proceedings against h i m have 
been abandoned, in the interest of the nation and by virtue of a decree which permits to 
friends of the old regime to benefit from an immunity and amnesty in exchange of a financial 
contribution to the country. 

Gilbert Chagoury is presently in Paris where he is resident but he could still be prosecuted in 
Geneva for money l aunderin g. His lawyer. Me Luc Argand, states that the request of Nigeria 
for inter-aid does no,t concern his client and lie contests that his client has opened accounts for 
"the Abacha clan. Nevertheless, as the instructing Geneva Judge George Zecchin confirms, the 
name of Gilbert Chagoury appears frequently amongst the names of the beneficiaries of 
suspicious accounts whidi have been blocked together with those of Mohammed and 
Abdulkadir Abacha, respectively the son and brother of Sam Abacha. Gilbert Chagoury seems 
to have played a decisive role towards the Swiss banks with which he has been dealing for 
many years. It is through his intervention that Mohammed Abacha was able to open an 
account in the Credit Suisse at Zurich in the amount of tJS$ 200 Million, at a time his father 
was in power in Nigeria, “The Chagouxy’s are well known in the banking circles” explains 
one person in the banking circle. “It was almost impossible for a banker to doubt his 
credibility and good faith”. 
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^ THE OFFSHORE THE BANKS 

INTfflviEDIAKnES COMPANIES 


Sani Abacha (photo) Gilbert Chagoury Morgan Pracmreroent Ltd Credit Suisse Zurich 

Prasidect of Nigeria Lebanese bora ia Nigeria 

between 1993-1998 dies in and businessman acting on Goldman Sachs - Zurii 

1998 in the company of behalf of Abacha Camel Trading Inc. 

jnssdmtes of&iaUy &am • ■ Schroder Bank— Zuric 

lieart failure consequmt to Abubakar Attiku Technical management 

liexual over-dose Bagudu Services, Inc, Banque Leu ~ ZTwich 

42 years old, businessman 


Goldman Sachs - Zurich 


Schroder Bank — Zurich 


Maryam Abacha (photo) Aihaji LsmaiJa Gwarzo Allied Network Ltd 
48 years old - his wife N.Sj^. 


Union bancaire priv^e 

Geneva 


Iklohammed Sani Abacha Various lawyers and UBS Geneva 

Iphoto) Western businessmen Vcctra Commodities 

M years old son of Sani some of which are Banque Nationalc de 

Abacha and businessman domiciled in Switzerland Gretty Oveneas Paris 

2 cting for the family Incorporated Geneva 


Abdulkadir Abacha 
49 years old brother of 
S ani Abacha 

Ibrahim Abacha i 

(deceased in 1996) end ■ 
/.bba Soai Abacha • 

brother of Mohammed ; 

According to the FGN the i 
Abacha clan has looted 3.4 < 
biilmn Swiss Fraacs (USS ' 
I S billion plus £ 416 ] 
blillion) drawn directly 1 
gom &s vaults of die ' 
Central Bank of Nigeria. 1 
Tbe transfers were ( 
jv stifled for fictitious I 
porciiases of military ■ 
Bijuipment and 

fictitious financial aid j 
tci neighbouring 1 
A Mean countries or ' 
for fictitious public ^ 
nlatian campaigns to j 
iriprove the image of ^ 
Nigeria, 'which never ; 
tc ok place. 


Faroly Establishment 


Aihaji Gwarzo 
used ca&h withdrawals and 
wired amounts to froating 
companies having 

accounts in Switzerland 
and elsewhere. Some 
amounts were carried In 
cash in suitcases by 
Nigerian businessmen or 
lawyers and 'Westem 
businessmen who where 
well acquainted • with 
Nigeria. 

Gilbert Chagoury 
heading a large Lebaimse 
family was the man trusted 
by Saoi Abacha and 
controlled practically die 
business de^gs between 
Nigeria and the rest of the 
world. His credit with 
banking bstitutioos 

appears to have enabled 
him to obtain the opening 
of accounts in SwitzerbEnd 
for Mohammed Abacha. 
Ahubakar Bagadu 

appears to have 
participated in the transfer 
of ftinds. 


Once money transfened it was 
deposited on various offshore 
accounts in various banks. 
The accounts and the 
Companies had no activity. 
The utilization of such 
ofEshore companies permit the 
metnbers of the clan not to 
appear as beneficiaries but in 
fact ware employed to 

hide their association and 
idttttity as owners 


Socidtf G6c6rale 
Geneva 


Credit Agricole -• Geneva 

Banque Pictet — Geneva 

Banque du Gothard — 
Geneva 


Put into confidence by 
Gilbert Chagoury ^ and 
odter businessmen linked 
to the Abacha elan, 1 1 
banks based in Switzerland 
accepted over 645 . million 
US$ (approx. 1 billion 
Swiss Francs) arising fi'om 
the looting of public 
Nigeriaa fends. They 
alleged to-day that they 
had believed tbit 
Mobamined Abacha was 
nothing but an honest 
businessman. The Federal 
Banking Commission is 
investigating in order to 
discover whether any 
negligence was committed 
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Clients who are public figures can expose the PBG to special risks because of their prominence and 
public positions- Typically, public figures are not part of the market segments targeted presently by the 
PDG fe.g., established wealth, active business owners, coiporate/legal executives); however, the PBG 
does have clients who arc. or could become, pid^iic figures. This document sets forth policy and 
standards to be followed by the Citibank Private Bank in accepting or retaining clients who are, or who 
become, public figures. 


SCOPE 


This Policy is applicable to all PBG business locations throughout the world and supersedes all 
previously issued Group public figure policies- Public figures covered by this Policy include 
government officials, executives of government owned corporations, military officers, and politicians 
who occupy, recently occupied, or are actively being considered for a senior public position in a 
country, state or significant municipality. Close family members (c.g., spouse and children) and senior 
advisors associated closely with a public figure should also be treated as public figures, subject to this 
Policy. When in doubt as to whether an individual should be treated as a “public figure" for review and 


approval purposes, file Market Region Head should consult the Group Executive. 


POLICY 


As a general rule, public figures will not be targeted by the PBG as new clients; therefore, the rare 
acquisition of a new public figure client car. only be made with the approval of the Group Executive of 
the Private Bank, upon recommendation by the Market Region Head for the client’s country of 
domicile. 


Existing clients of the PBG who axe public figures, or clients who become public figures at a future 
time, will be subject to a special review to determine whether their retention as a client of the PBG is 
appropriate. The decision to retain or letrainate a public figure client will be marie by the Group 
Executive, upon recommendation of the appropriate Market Region Head (see Glossary). 


STANDARDS 


New Public Figures 

1 . V/hile the PBG applies strict standards of due diligence to all clients, the rare acceptance of public 
figures as clients requires the highest level of sound and balanced judgement, applied judiciously to 
all relevant considerations. Before approving the acceptance of a public figure as a new client, fiie 
Group Executive and the appropriate Market Region Head will conduct a comprehensive review of 
the mdividual. This same review process will be applied whenever an existing client becomes a 
public figure. 
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1.1. The review will cover all relationships and accounts (including PICs and trusts) the client 
has or proposes to have with &c PBG glc^ally, as well as anticipated transaction types and 
volumes. 

1 . 2 . Prior to submitting a new pid>Iic figure’s name to the Group Executive for review and 
approval, the Private Banker must noti^' the following to ensure that they are given an 
opportunity to provide any relevant information or express any potential concerns: 

1.2.1. For Don-U.S. prospects or clients: the Country Corporate Officer for the Booking 
Center’s Country. 

1.2.2. For U.S. prospects or clients: the Corporate State Officer for the state where the 
account is booked. 

1.2.3. The Market Region Head for the Booking Center (if different from the prospect’s 
domicile). 

1 .3. V^Tien submitting a public figure’s name to the Group Executive for review and approval, a 
client profile, completed in accordance with the Private Bank’s Global "Know Your Client” 
Policy, must be provided. Also, the Opening Diary Note (ODN), as defined in. the PBG’s 
Global KYC Policy, must describe clearly the circumstoccs that make a prospect a public 
figure. 

1.4. The Group Executive will consult with appropriate (non-PBG) seniors of Citibank, as 
necessary, as well as the Public Figure Review Committee consisting of the PBG Risk 
Manager, Compliance and Control Head, and General Counsel (or their designees). 

1. 4. 1. During the review, special consideration will be given to the public figure’s source 
of wealth, reputation, and any Citibank relationship history. 

1.5. The Group Executive and Market Region Head will document in writing their approval to 
accept a new public figure client. 

1 .6. Consistent with the PBG's Global KYC Policy, new public figure clients, or existing clients 
who become public figures, may not be "isolators” (as the terra is defined in the PBG's 
Global KYC Policy). These individuals must authorize disclosure of information to the 
extent necessary for review and approval by the Group Executive and Market Region Head 
for the client's country of domicile. 


Ce021478 
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CmBAN«y 


Existing Public Figures 

2. Puoiic figure clicn'-s returned by the PBG will be reviewed annually by ihe Group Executive, 

2.1. The aopropriate Market Region Head and the Pubb'c Figure Review Committee {see 
Standard 1 .4) will participate in the annual review. 

2.2. The annual review will cover aD rcIatiOQShips and accounts the client has witli the PBG 
globally and include an assessment of transaction activity. If the client has accounts in 
sccrccy jurisdictions, and -has not waived secrecy rights provided by local law, separate 
reviews will take place in the respective secrecy jurisdictions. 

2.3. A current profile and relevant transaction trend reports must be made available to the 
reviewers. 

2.4. The Group Executive’s annual approval to retain a public figure client will be documented 
in writing. 

2.5. For existing public figure clients who axe “isolators”' (as the term is defined in the PBG’s 
Global K'^^v^olicy), the annual review shall consider whether continuation of the client’s 
isolator stasis appropriate. 

2.6. If a decision is made to terminate an existing relationship, the Market Region Head wjii 
work with the relevant business managers and Private Bankcn to develop a reasonable exit 
strategy. 

2.7. In the event that the PBG files a Suspicious Activity Report (per Standards 48 and 49 of the 
PBG's Global KYC Policy) with regard to a public figure client, the PBG Group Executive, 
the relevant Market Region Heads, and the Public Figure Review Committee (see Standard 
1.4) shall be advised promptly and an immediate review of the relationship will commence, 
in accordance with Standard 2. 

2.8. If an existing public figure client becomes a prospect b a ditlcreni Booking Center, the 
notification requirements of Standard 1,6 must be applied. 

DEVIATIONS 


Any deviation ixom the standards defined in this policy requires approval by the Group Executive and 
the Group Compliance & Control Officer. Deviations cannot exceed one year, they must be reviewed 
ar.d re-appraved at leas'f. annually. 

Ce 021 479 
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GLOSSARY 

Appropriate Market Region Head - For clients with accounts in Switzerland or Luxembourg, who 
have net waived secrecy rights provided by local law, the appropriate Market Region Head shall be the 
EM.EA Market Region Head. The appropriate Maricct Region Head for ai! other clients shall be the 
Market Region Head for the client’s country of domicile. 

Policy questions should be directed to your Group or Market Region CompUance and Control 
Officer or Legal Counsel. 
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To: PBG Forum Senate PemanentSuboommittM 

on Investigations 

Re: PBG Public Figure Policy EXHIBIT# 3 4b. 

The PBG’s Know Your Client (KYC) Policy, which was issued in September 1997, 
includes a section about accepting public figures as clients. Since 1997, we have 
continued to develop and refine the PBG’s business strategy and at this time believe it is 
appropriate to enhance and clarify our approach to public figure clients in a separate, 
more comprehensive Policy (copy enclosed). In line with our new strategy, public 
figures are not a targeted business segment; the acquisition of new public figure clients 
will be the exception to the rule and will require my approval. Existing public figure 
clients will be subject to an annual review by a newly formed committee consisting of 
Daina Hill, John Ingraham, Mark Musi, and me. 

This new Policy supersedes Standards 9-12 of the KYC Policy and any other local PBG 
public figure documents. Effective July 1, 1998, any new public figure client will be 
subject to the pre-acceptance review and approval requirements of the Policy. All 
existing public figure clients must be identified and reported for Group Executive review 
by September 30, 1998. 

As always, I am counting on each of you to support the Policy fully, share copies with all 
applicable employees in your units, and provide any necessary training. Questions about 
the Policy should be directed to Daina, Mark or your local Compliance & Control 
representative. 

The Policy will be distributed electronically via the next update of the Policy and 
Reference Information Server (PARIS). 
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Senate Permanent Subcemmittes 
on Investigations 

EXKiBrr # .-..r-zj 

KYC .4NNUAI. REVIEW STANDARDS 


O BJECTIVES 

The Objectives of the KYC Annual Review are; 

1. To review the client’s entire relationship, taking into consideration the 
client’s/account holders’ source of wealth, net worth, net income, and actual 
transaction activity, and ensuring that the client continues to be appropriate for the 
PBG. 

2. To ensure that the profiles and other client/account holder documentation is updated 
to reflect significant changes in activity, ownership, or public information. 

STANDARDS 

1. The annual review must be completed within 12 months from either a) initial 
client/account holder acceptance (i.e., the date of final sign-off approval), or b) the 
prior annual review. 

2. The annual review may be copbined with the annual credit approval review or the 
annual investme.nt review, as long as all of the standards included within this 
document arc addressed, 

3. The annual review must be performed by the Private Banker and approved by his/her 
supervisor. Special status clients require additional approvals, as noted below; 

3.1 Public Figures - must be reviewed and approved annually by the Group 
Executive, the Public Figure Review Committee, and the appropriate Market 
Region Head (refer to the Public Figure Policy for more details). 

3.2 Non-Target Market Clients - must be reviewed annually by the Global Market 
Manager to ensure that their retention continues to be appropriate, 

3.3 Special Name Accounts - must be reviewed arjiually by the Global Market 
Manager to ensure that their retention continues to be appropriate. 

3.4 PBG Employees {and their relatives) — must be reviewed annually by the Global 
Market Manager to ensure that their retention continues to be appropriate, 

3.5 Money Managers - a due diligence review must be performed annually by the 
Market Region Head to ensure that the Money Managers provide adequate 
written assurances that they continue to enforce acceptable KYC processes, that 
KYC information on each of their clients is updated, and the retention of the 
Money Manager continues to be appropriate. 


C8014922 
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4. The annual review and approval must be documented and dated. This can be 
accomplished by either using a separate form/checklist or by indicating on the 
existing profile that nothing has changed (evidencing that, at a minimum, the 
standards in this document were considered). If there have been any changes in the 
relationship (e.g,, SOW, additional parties, or change in public figure status), the 
profile must be updated accordingly. Private Bankers can record any changes on the 
form/checklist, rather than preparing an entirely new profile, as long as the 
foim/checklist is stored together with all of the other KYC information on that client. 

5. At a minimum, the annual review must include the following: 

5.1 A check of the relationship’s accounts and account titles to ensure that all clients, 
account holders, and authoriaed signers have been profiled. 

5.2 A review of the relationship’s profiles to ensure that the^ are complete, accurate, 
and up-to-date. Call reports, newspaper articles, financial reports, the results of 
office/home/factory visits, marketing brochures, and any other client file 
information, should also be reviewed and considered at this time. 

5.3 An evaluation of the client’s/account holder’s actual transaction activity for 
appropriateness. Tne effects of any significant inflows, transaction trend breaks, 
and changes in the accounts’ purposes should be considered. The transaction 
trends profile should also be reviewed to ensure that it is still appropriate. 


C8014923 
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Senate Pemanent Subcommittee 
on Invest^tions 


EXHlBiT#. 


34d . 


MEMORANDUM 


To: 

iVlarcelo Mendoza 

From; 

Alan Robinson 

Dale; 

20th June, 1993. 

Subject: 

PUBLIC FIGURES 


Marcsio, 

Part of the rtquirnncni for *e Gtibank "Public Hgiae" PoUcy ia m annual review and 
ccrtificadon that we are maintaining a consolidated list for the business head to eitsure that he 
reviews this with Philippe Holderbeke. 

I send to you a copy of an explanation of the requirements and process of the Public Figure 
PoUcy and would you to confirm back to me via ciizmail a complete list of customers who 
fall in this category. 

Regards, 


Alan. 


Enc. 


C8024678 
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CITIBAfK O' 

MEMORANDUM ' me cmBANK mmm bank 


TO; Alan Robinson 

FROM: Mdinie WaUui/Michad Matftews 

DATE 9ttiOctob«lW6 

SUBJECT: Fnblic Figure Repotting 


FurAer to the recent amendment to reporting requirements for Public Figures detailed 
in jrour Qtinaul of today's date, we wish to a pseudcnym account, 


die beneficial owner of which is : 


redacted 


Tire client has been known to us since 6th April, 1988 when he established a Confidas 

PIC wiA his brother,: redacted , The brother was Wiled ' 

Manii this year and five funds remain entirely under the ctmtrol of file ■ 
^surviving brother. He is the sole signatory <m the account 



STJaCTLY CONFtDENTIAl - NOT K 
CKCUWnON 

SUBtXJMMirrEE MIMBEKS AND STM 
OCT 


42 Berlultj Sqwir*, Londcn, 'W2X 6SA 
TtUpkoiu ffa. (44 171) SOS SOSO Fax So. (44 171) SOS $0761002} 
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NAVAKSIO 



Long-standing global relationship, witti ns for eight ^ars, with reimiar contact. 
Funds are used activttty as support for a range of projects such as airline, 

commodity imports, supporting tender far m^or public sector extracts etc. We 
have provided trade finaru», owrdmft facilities, and fiduciary services. Investments 
have been discussed, but liquidity and maximttm LTV is usually a key requirement, 
so assets ha^ t^ded to reiaain in cash. Lots of po^tial to do further deals going 
forward - it will be very much in an opportuniaitic basis, as offers crop up. CNR has 
been good, and we are one of several favoured banka. We continue to expfoie 
opportunities on a regular basis. 

True economfo owner: REDACTED 

Transemtion profile: regular significant inflows by TT, representing earnings from 
trade transactions, commissions paid by pharmaceutical companies, and suxplusbs 
moved from other prime banka known to us (client also deals with an ez-FBQ a/c 
officer at Credit Suisse, amongst otben^. No cash transactions, Tmcfa deals are 
invaziabty of a large size, with Urge profit margins in Nigeria, vdfich e^qplains die size 
of the inflows. 

Source of wealth is from an airiine business, and a volume trading business in 
pharmaceutied goods; also supplies for government-tendered engineering projects. 

Eat NW: $100MM 


jTiEicnXy CONFIDENmAL - NOT FOR 
^^ODMMTITEE MB4BERS AI^ STAFF 
ONLY 


CS003255 
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J^^MMrrriE .Vli..Vi3£RS a.vd st . k ^ 

PUBLIC FIGURES REVIEW - 1997 ' I 


DESIGNATION OF NEW PCBHC FIGURE OR INTERIM/ANNUAL REVIEW 


MARKKTmGUNIT; 

TRUST/PIC RELATIO(NSHIP AT : 
ACCOUNT OFFICER; 

COUNTRY OF RESIDENCE : 

A/C BASE N’UM. : 

ACCOUNT NAiME : 

CUSTOMER NAME; 

REASON FOR PUBLIC FIGURE STATUS: 


FRANCE 

PARJS 

C.L ROGERS 
GABON 

GI6LUXm9RibS3 

Omar BONGO 


President of Gabon 


TOTAL AUM’s AS OF; 
ACCOUNT OPEN SINCE; 


Esl Fr I5MMby2!/3/97 
March H’*, 1997 


CURRENT STATUS (Know Your Customer) 

Reputation, development, etc. 

Longstanding PBG global customer. Relationship characterized by good professional continuity, by 
generally solid performance based on conservative investment guidelines, and by an absence of major 
problems. Because of his position and impcrtaiice to our franchise in Gabon, we maJce a point of 
keeping GRQ consulted and involved whenever necessary (see attached cm from Gabon CCO Nuhad 
Saliba dd I2‘'‘ March, 1997). Wealth stems primarily form personal interests in the oil and timber 
sectors in Gabon Congo and Equatorial Guinea, but also from real estate iiivestments in France and, 
more recently, South Africa. 1996 was a reelection year which turned out a solid fegisiative majority 
for him. Enjoys strong reputation as senior statesman in the Francophone Central African Region, 
with especially strong backing from France. 


DATE OF REVIEW : March I3‘'\ 1997 


Approved : 
^Name Stamp} 



Francs Business Head 

F. HERV5 



PBG EMEA Div. Exec. (P. Holderbeke) 


=5A[\cr ail signatures are applied, please send : 

- Originai to A/c Docamcntalion Unit 

- Copy to Walter Cianzmann, Compliance E/7, (in scaled envelope) 


Xi0043i 
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sTRicmv coNFma^mfU. - not fo 
C ffiCUlATION 

SlBCOMMnm MEMBERS AM) mi 

CMY 


f fUBLIC FIGURES REVrSW . 1997 | 

DESIGNA-nOS or SSS rust^ic nGUM or WTERlM/AJfiWAt REVIKW 


nXSXXXlSCVHTC : 

TSUIT/Pic RSI-aTIOXSKI? at t 
ACCOIWT Qffictllt 
couNtav OF sasj»EJ<cs j 
VCBAIX NUM-J 
ACCOWTJfAMS; 

CUSTOMXa NaMK ; 

X«A$aif yOUFtfDt-TCFtCUMSTATtJS : 


FRANCE 

FAWS 

CL. ROGERS 
GABON 


XKONTM 


Prfiii4»ntpfO«beR 


total ACM** Aa OF: 

Accorarr oFS?« arwcE : 


E*J.FF15WMVai/3«7 

March Zl“. 1997 




ClflUtEKTrrATW CK»OwYa«rCwta»«r) 

- RepuiAtlcB, d»v«lopm«»i «*«. 

LoAgst&iuHflg PBG glabal custamcr. RdaHonahip charsccacixfid by good proftasiosAi eoBiioul^, by 
gar^aUy KoUd p ofo i m wce bu!«d on oani«r«itivti (nvenmaat guidoliiwa, and by aa abieace of major 
l»tabl«mL Bacausc of hia paaiuoi) and ispertaseo n otf Siinebite in Ombon, wt nuke a jaaint of 
having ORS eoncuitcd «»d in«o}ved whoievtx D^uaiy (mb eoaoheH cm fron Otben CCO Nuhad 
Saliba dd 13* March, 1991 ), Wetitfc sterna primarily &nn psraottei iaaereict in ihe oil wd timber 
acctefi in Oebsn Oosgo and Bi^uatodai Chds^ but alas from mU eitatte mvwrtmanti in Pnwce and, 
tsora reeenily, Seutii A&tcA. 1996 was a reelactioaysarFfhleh tamed osi a aolid lefialaoiva majericy 
for biJB. &jayt iffer4i nputedea u aenier auieemui in the Rnnsophofte Cotfrsl Aifrieaa Re^o, 
wite oipeeiaily aeeng bsclang from Frensa. 


Oats of futmw ; Mawh 13* 1 997 


Approved : 
pCimi 3bi»;0 



?ruc« BUKlBcai Read ^bal Mkf| Heed ^ PBC £MZa Oiv. Ruc. (B. Beldarbcka) 

?. HHIVB ROGERS 

»A ftcr di lignaruraa in tppiiad, pime tend i 
-Ofigindto A^JSoeamenaaieaUBi* 

-Copyta Wiio^Gia»m«ER.Ca!npUinceS7,(ift»Ml*4eft«*lopc) 


X807070 
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OPEMNG DUR¥ N'OTE 


smCWi CONFIDENTIAL - NOT FOR 
ORCULmON 

SUaXJMMTlTEB MBIBERS AM) StAPF 
CMY 


FBG UNIT I l^rU ~1 PI SftanHj RelatiaBshlp 

UJ *ccooat 

account base 1 0161.134.0Ig Rib 05 { 

ACCOUNtNAMS ] LEONTC^Ud | 

Ftrat A/C Solder | { 


Secoadary A/C Holder 1 

IndapeadcBt source sfweelcti: fH Yes 

(if Yei. eeparaai ODK required) Lj No 


BoaeSdai 0 «racr 
(ia case ofSPV) 
pBwor of Attorney 


Power of Attorney 


Power of Atterney 


to Appendix B, KYC Petky, Mereh 5*. \991 ' ' ~j 


□ 

□ 


KlikClmlfiotlon Kgi 

(jsrior of MSK MM) 

Nortwd 


Public Flgsov 

(prior approval of MRH MM) 
see separate pabiic secior 
tn AO dd March 13?!, 1997. 


□HfaB of rdatisaaliip 

n.e. PBQ reftrrtL inanacdUzY nCbml, clieat referrat. direct cnaAcednA or other) 


latcnnediary mfenai but loagsrandUng global ?BO relatiorisbip vAda bcaeficial owtser. 



Writtes rcfereacM <3 required} 

fBaffigaaditygeofrefereaco: Iqoafi citimailj _ - - 

See Citibaic Gsbon dilmaiJ from CCO Nuh»d Ssliba, dd Match 12", I?97; aiscs a copy of FBG New 
York Jaaniaiy ’97 cail memo. 


X007071 
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SmCTLY COlSKDENmi - NOT FOR 
dRCmATION 

SII8a^M^jImE^^EMBEBSANDSa^F 

ONLY 


ggtaib OB ttie tiical - . 

Twice married. 5 children &am a previaas rnaaiage. 2 finm a current caic, 


ausintisaemci 

Sea beiew under ’'sourcea of wealth”. 


Is a world ttaveler befittit® Us official stature and furxQons but prefen ijmet residence la home town 
□f Franocvinc, Gabon, whcswvex possible. Owns scvcttl pieces of msidentisl property in Paris and 
elsewhere ia France. 

C?tkt:r r^intmi d&ails 


goBpee of wMjtti - 

• Oil ecmsulting and trading } 

• Fonsstry sect«r } in. esaociati^ wi& ni^or panaars 

• Real Bstaie - } 

VgrificatielL; . 

• PBG relationship »dtfa various partners 

» Cidbagk Libreville _ _ _ 


aauree ot tttnSt - mmal dopaatt ^ 

FF 14 MM from peraoBsl account ir..« 

■ ^ttibaS'' LibreviUe 


Searee of fuiws** Major subaegeasc addttSoM 

(to be SetaJed in acpaiate mcaea to fiisj 

N.A- af data. 

Ytrifisacoa : 


EatiraaiW tstsl wcalib brakes dews bj coapoDcoU (real mum, valu* of biu)B«e«, nmactit acsetK *0^ 
geographic anacadoo isdttdutg all kaerwa lUbilitk*. EsHmabad Not Wort)!. 

Estimated ©.ffiihore assets $ 500 MM 


FlnaaeUiHnfbrTtiadoofSaauaanrbaUactcawrO _ 

In-houac PBG managed portftrlio of S 52 MM in New York and London, another S 250 M cquivaleai 
average CFA balance in Idhrevillc. 


TYinsadkn Profttc 


Managed axxouni; conswrvttLve investment guidelines. Low activity, regular buildup, probably fairly 
rapidly in fintt j^ar. Select margin lending (e.g. issuaiwe of guarenteee) aaid fX opporturstiea might 
anse m etarmeetion with esmmercial inveeteest ODOortuxunes. 


X007072 
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SmCHY COMIDENTIAL - NOT FOB 
CIRCUUTION 

SUBODMMnTEEMEMBEKS AND Sim 
ONT.Y 


3 


eKk«rfe»KkiBgrel«ttgW* _ 

• B&nqva FfiDf4ii« fnferEaB^fisataJa (Plba), F«ri» «ftd UbicviUe 
■ BMP. Pvifl sad libraviile 

» eiribaak, UbgeviilB, Paa* and Mew Yeric 




C,L.ROOBJlS 

lefl«rt«f ; 

Pa» 

Btek-vp RM 1 

RHERVE 

lacadOR : 

Paris 

Sftrvise Team S«ppe»»t : 

X. SMurui 

(ocsdoB : 


&^|Be TeimSuppoR .* 

^tte£^r 

locaoan >' 


f^iiia/SayiBt Pntwidef : 


locaSisn : 

?un«tlaa; 

Pradw>^«^« Pretwidar i 


laeidaR : 

fiACiS Paactiaa ; /ft&fi. 

jSwdBttSMvtaa rtvnaa ' ; 


laeBlSen: 

PusecldB : 

0*»r8M'iiJiWalv«l; M J!0U’aA-, 

iftcaaeB : 


■ Oflsw BM'a ; A 

■ csa^ 

lacsden; 

-ix- — 


awnaHat. 



Mubec IKsgian KmsI * 


(li^surc wt ■ttmp} 


(fia Mf (d rtrpA Mukat CrtteWa UID Ue,aoo iabl&l AlTMl 4afe$it un4tf *w tJSD 3,600.090 miAtnUK fam 

na{ vuorthJ 


TbU 0DN'>SCB iBOttId bt canpiett^ la sMordanse wl^i <be dnff XYC tUftd U, IJTi^ 

ft:^co*inoaa\op«iBLditty_nob OCX/B1M3.97 


X007073 
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STRICTLY CONRIDENTIAL - NOT FOR 
CffiCUlATION 

SUBCOMsSTTEE members AND SIS® 
ONLY 




BELO W MENTIOf^ED BUBUC EIGURE HAS BEEN REVIEWED B Y THE PUBLIC 
FIGURE REVIEW COMMITTEE ON JANUARY 28, 1999. 


PUBLIC FIGURE REVIEW FORM 199S 


\CUSTOMER N^E: | ZAKARI MOHAMMED ABACHA 

ACCOUNT NAMEt ' '1 ZAKAR! MOHaMMEO ABACHA 


fiCCOUNTSA^: 

'"'1 300890 

]f:OVNfRY OP DOM.: 

"■ 1 NIQEWA 

— 

. — [ 

\MKTG UNIT: 

1 EM 


lACCduNfOEFt&K: "j AHMED 

,'p^MAJy'AccdOi^ 

\OFF!CER: 


'\?aSUCFl 0 VA£fVNCJ 70 ff{ANU 
\KEASONPOK refiMrSATtNO 
I REU TIORSHIP IF AiV»; 


EbcHhor of ih« fanMr(nKW(lacaM«i} Ntgcnan Hmd of State. 


. ^ 

:Tfii fOLLOWjjia PERSONS WSH£ PAKTICIPaFnQ AT THE PUBUC FIGURS PSyiEW i 99 $: 



iPBGcAoiiFsi^ums 

'^MirMAXkEfKEOION HEAD 

\^mUlNysi^Msmc^^ head 



! 


I^WTSS COUNTRY CCHAPUANCS OF»C^ 


SHAVKAT AZa 
COUN WOOLCOCK 
DAVID A. TREMBLAY 
WALTER r.LANZMANH 




‘swrss COUNTRY COMPLJaNCS OmCSA 



CSO 0 I 883 
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STBOLY CONi^iUtiNiiAi. - r»ja 
CSaMION 

SXJBCOMMnTBE MEMBERS AND StfH? 

<mY 



TBS SELOrVfimrrXONED fiCTBUC FTCURM BAS BEBB iiEVIBWED arTBE PUBLIC 
FlGXmS COMMUTER ON I A^4XIAAY 29. 1999. 





CS001884 
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STRICTLY COOTIDENTIAl - NOT FOR 
CH^ULAllON 

SISa»e^inSBMBMBESSAND$a?P 

ONLY 



ms sEtow scsmomn pubuc ficvrjs tus sess ftsyiswso by ms public 
sictmsssytsiYcoMMnrss oii jahuasy li, 1999. 



{•(/Muc naima fwcrrof* f4jm [ 

ASASOffl^TSKMTffAXTNO 

JlSLtTWf^SfOriFMMr): 



CS001885 
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STKICTXY CONFIDH^mAL - NOT ?OR 

ascuAHON 

SUBCXSMMTITS MEMBERS AND SIX?? 
ONLY 


PUBLIC FIGURE RE VIE fV FORM 1998 


U/( 


THE BELOW MEtmONED PO'BUC FIGURE HAS BEEN REVIEWED BY THE PUBLIC 
figure REVIEW COMhOTTEE ON JANUARY 2B, 1999. 


\C USTOMER NAME: j ABBA MOHAMMED SANI 

[T^oUFff yAHEt ^ NAVARR10(p»<iodonym Vcj 


\ACCOV?if BASS; | 305382 

'^couNmfoFSbf'I: ~ [ Nigeria 

^laFUNTT; I 8M 


UCCOUhrr OFFICER: 1 AHMED 


]FRJMARYACCOUhfr 

\OFF!CSR: 

[pUBLiC FIGIJRB PV^fCTTON (AaO Younger Met af tho roimrfnow dcce&»ed) Nlforika Koad of Stats. 

\RSASOHfORrElfi4mAnN<j 

\R£LAT:OHSmF IF ANT): 


\ THE FOLLO mSG PERSONS tFERS PAATTaPA UFG A T THS PUBUC FtOXJRS RSTISW /99S; 


fpac CROi/p sxsctmys 
\emea market RsaiOH head 
iiwSs^>^7S5£yfc£JfSAid5 

^ivfScOUl^r COMFUANCS OFFICER 


5HAVKATAZIZ 
COUF WOODCOCK 
DAYTOA. TREMBUr 
SVAITSR CLANZMANN 


cr /oeS'-Q- , y 

-► //cr^ec/<=- 


Ism^'cOui^rCOMPUAFCSOFFiCEJi j 

! I 


WALrERCLAffZMANF 



CS 001886 
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STRICTLY COmDmrni - NOT FOR 
dECUIATlON 

SIIB(X>MMriTEE MBiBERS SlilFF 

oer 

UK 


THZ BELOW PUBUC FIGURE BAS BBSS SLBVtEWSD BYTHE PUSUC 

FIGURE REyLEW COMMITTEE OB JANUARY 2t, 1999. 



&STO MERNAME: \ ALBAJT MOHAMMED SANl 

' ACCOVSTNaME: 1 l)NAVARRJO(p««udoflymaA:) 

1 2) MORGAN "ROCUREMfiNT COR 

ACCOVfJr&^S: 1 3053X2 

i 30J62J 

'COUi^'fOF^O^: " "n NlOeRlA 

\pKW uBir- ] sw 




CS003887 
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CS002135 
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CS002I36 
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CS802538 
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CS002144 
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CS002146 
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CS002148 













STRKniY CONFIDEimM - NOT FOR 
CaRCUIATEON 

SXfflCOMMnTEE MEMBERS AND STAFF 

cmY 


CS002155 







Senate Permanent Subcomniiita 



Latin america north / Caribbean 



coVNnr/cuEm 

AStioWIStow^eFSES' 

(Utatln or CUsm) 

MEXICO 

i 

— ■ 


2 

3 

4. 

5 

redacted 

'i 

] 

■*6. 

7 Raul Salinas de Gojrtari 

Rcuui (Monitored by Legal) j 

). 

2. 

3. 

4. 

5. 




REDACTED 



i redacted 

6 . 



Fa^c 7 of 2 
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Senata Permanent SubramtniSse 
on lnves%afions 

EXHIBIT # 35 a. 

ATTACHMENT A 

STRICTLY CONnDENTIAL — NOT FOR CIRCULATION 
SUBCOMMITTEE MEMBERS AND STAFF ONLY 


Individuals Ig & Ih 

Clients Ig and Ih (the wife of client of Ig) began their relationship with 
Citibank’s Private Bank in New York on September21, 1989. The relationship 
continues today, although their joint account is in the process of being closed. 

Client 1 g was President of a large Latin American country from January of 
1984 to December of 1988. Before embarking on his political career, client 1(g) 
was a medical doctor specializing in pediatrics. The assets held with Citibank 
derive from savings of his income as a medical doctor 'and his salary as President. 
Client Ig is now retired. 

The approximate average armuai balances in this account are the 
following:^ 

1992 — $100,000 

1993—3100,000 

1994 — $200,000 

1995 — $200,000 

1996 — 3200,000 

1997 — $300,000 

1998 — 3300,000 

1999 — $300,000 


Account balance information for this relationship is readily available only 
back through 1992. 
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on liwestipilons 





ths uensitivitv oi the naiT»e t sn s:-;-Dresident currently cn, trial on 
corruotion charges) . I suggest that this relaticrishio be revisv-jed csrefullv 
and that n^anag5:T:ent is aviare, should >4S decide to .naintain ct. that it 
exists . 

F't'l , I tcund in f cr.na tion on this client as far bad- as Dec'?i when his A'Jhs 
were Sii7.0''j0 thus not >T^uch activity since then has been observed In terms 
of AJhs inc.-sase. 


7 5 i iv ersa : 




Sf-o V-"- 


7. 1 . jsES CAi 




C ^U-vU 






A'-' 


j 





A/ 


A-t 


nPi 
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memorandum 


TO : CARMEN LEON 
JOSE LUIS DALY 
EDWARD KOWALCYK 

CC; NICOLAS YANES 
DIANA MO VSESSIAK 
LILIA RIOS 


on 


hy__ ~ “ 


FROM; RODRIGO K. ALVAREZ 


DATE: 6/APRIU94 


REE.: CAMS 971743 


Addressing the concerns expressed in a citimail from Nicolas Yanes dated 2/22/94 
regarding the referenced client, we have decided to maintain this acconnt under the 
following conditions; 

1) The account has been placed on no-post to alert us of any movements we might 
judge as unusual. 

2) Through the use of the no-post notification we will monitor the account 
manually. If the total atims in the relationship reach $250,000,00 the NY Unit 
Head as well as the Counfry Head, or in their absence Edward Kowalcyk, should' 
be notified to determine an appropriate plan of action. 

3) If any guilty plea is brought to our attention as a result of an indictment by a 
local Venezuelan court or other legal entities on any of the account holders the 
accounts will be immediately closed. 

Due to the sensitivity of the account, which has been with the PEG since 
September of 1989, and though the relationship currently does not qualify under 
our target market cri teria, we are maintaining this account mainly as a courtesy to 
this well known political figure. The accounts are not being actively marketed. It 
most be noted that under Venezuelan law the period of validity of the charges 
brought forth against Mr. Jaime Lusinchi expired during the month of march of 
this year without any of them ending in a guilty plea. 


Xi004278 
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To: 

CC: 

From: 

Date: 

Subject: 


T) j • CMXiA 7 “•APR— 9 4 1 ^ • o 

Rodrigo K. Alvarez (USNYC:P3GWH1 
carmen Leon (nSNYC.-PBG) , Jose Luis Daly fr 
Jose Luis Daly (CSVMIrPBG) ^ 

THU 07-APR-94 17:52 GMT 
Re: CAMS 971743 


Soiate Permanent 

on investigations 


EXHIBIT#. 


AGREE . 

Regards , 

JLDALY 

Delivered: THU 07-APR-1994 17:52 GMT 





•"i-'Lo: 

I 

i 


Xi0042S0 
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Document 21 of 187. 

Copyright 1994 Reuto^ Limited 
Reuters North American Wire 

July 14, 1994, Tliursday, BC cycle 


LENGTH: 328 words 

HEADLINE: VENEZUELA MULLS EXTRADITION OF EX-PRESIDENTS WIFE 

DATELINE: CARACAS 

BODY: 

Venezuela may seek the extradition from Costa Rica of former President Jaime Lusinchi's wife to serve a jail 
sentence for corruption, a Venezuelan judge said Thursday. 

Blanca Ibanez was ordered jailed for a year in absentia late Wednesday for her role in the theft of state funds to buy 
65 jeeps for use by the then-ruling Democratic Action party. 

Judge Rafael Quintero Moreno, who issued the verdict, told Reuters he would probably request Ibanez' extradition 
once the five-day period for appeal has lapsed. 

"As the one who gave the sentence, I would obviously like to see her serve it here," he said. 

Quintero said tlie verdict was an important victory in Venezuela's uphill battle against corruption. "Our penal system 
does a very bad job at defeating corruption, but this is a step in the right direction," he said. * 

Ibanez, who was Lusinchi's private secretary and mistress before their marriage in 1 989, fled to Costa Rica in 1 992 
when the charges against her first emerged. The couple now live together in Costa Rica but Lusinchi, a senator for 
life, travels frequently to Venezuela. 

Venezuela and Costa Rica have no extradition treaty and a pre\'ious effort to extradite Ibanez for trial in 1 992 failed. 

Lusinchi's former interior minister, Jose Angel Ciliberto, and another senior official in that ministry, Jorge Mogna, 
were also convicted in the so-called "jeeps' trial." 

Ciliberto, who was present to hear the verdict, was also sentenced to a year's imprisonment but has the right to serve 
this at home because he is over 70. Mogna, who is reportedly exiled in the United States, was sentenced in absentia 
to one month's imprisonment. 

The three masterminded the purchase with government money of the jeeps, which Democratic Action used during 
the presidential election campaign of Lusinchi’s successor, Carlos Andres Perez. 



767 


After Perez’ victory in December 1988, the je^ given to par^ supporters as political favors, prosecutors said. 


LANGUAGE: ENGLISH 
LOAJ>-DATE:JulyI5, 1994 



LEXIS-NEXIS. a division of Reed Elsevier, Inc, is the world's prmiear <Kiiine news and business inforaiation service. 
Copyright© 1999, LEXIS®-NEXrS®, a division of Reed Elsevier, Inc. All Rights Reserved. 
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S«iate Pemianent Sulwoffiinittee 
on inv^^aftins 


DETAILS ON SOURCES OF WEALTH - 1998 UPDATE 
CLIENT NAME: JAIME LUSINCHI 
CLIENT WINDOW No: 971743 
DATE: OCTOBER 1998 UPDATED 
PRIVATE BANKE,R: HELMER ARIZMENDY 


1998 UPDATE 


1 spoke to Mr, Lusinchi as well as his attorney. Dr. Mario Villarroel, another PBG- 
WH client, concerning the outstanding inquiries about client no. 971743. 

The client lives in Venezuela and he maintains an office there, although some time 
ago he was exiled in Chile as a result of corruption and fraud charges filed against 
him after his presidency, (for further details, please see the client’s full profile). In 
addition, he has a place of abode in Costa Rica and one in Florida. The client’s 
net-worth includes those properties as well as the account with us; hence, the 
2MM net worth estimate. The 30M annual income estimate was derived from his 
pension as a senator. That amount, however, failed to include any income derived 
from other sources such as the interest earned in his account with us, 
approximately $I5M. 

I have been informed that there is nothing proven of substance to mint the 
reputation of Mr, Lusinchi’s wife, Blanca I. de Lusinchi. Apparently, there were 
some questions, and she was implicated, with the improper usage of government 
property (usage of jeeps). However, given that "there were no formal charges” 
filed, as well as the nebulous nature of said unsubstantiated charges, against the 
former president’s wife, “the issues were successfully resolved in favor of Mrs. de 
Lusinchi and the claims were dropped” after 9 years. 

Mr. Lusinchi has indicated that his wife, Blanca, is a full-time housewife and has 
no independent source of wealth. 


BUSINESS BACKGROUND / SOURCE OF WEALTH : 

Mr. Jaime Lusinchi was President of Venezuela from January of 1984 to 
December of 1988. Before his political career. Mr. Lusinchi was a medical doctor 
specializing in pediatrics. His profession as a doctor was short-lived, as he devoted 
most of his time of his political vocation. 


- 1 - 
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'-IKLULATJON 

jracoMiramE memsek ^ 


After his term in office he was accused of cormption/fraud charges during his term 
as President. For several yean he lived outside Venezuela with political asylum 
status. He lived in several Latin American countries, including Chile, where he 
taught pediatrics at Universidad de Chile. During his years in exile, his main 
residence was San Jose, Costa Rica. In early 1995 he was cleared of all charges 
against him. He ca.i now travel freely in and out of Venezuela. 

The assets held with us have been derived from savings of his salary of his work 
as a medical doctor (approximately $60M per year) and for his salary as President 
(estimated at $ 1 SOM per year). Total assets with us are always maintained around 
$300,000. Mr. Lusinchi is now retired from both positions. 

This information was obtained through interviews with Mr. Lusinchi. 


SUITABILITY / INVESTMENT ANALYSIS 

This is a convenience account mainly to accommodate banking, expenses and 
liquidity needs. We maintain the account due to the high profile of the client. No 
active marketing is done on the client. No suitability or invesument objectives are 
applicable. 


Xi004277 
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Senate Permanent Subcoramittes 




onlnvest^ations 

35i.' 


THE PRIVATE BANKING GROUP- 

PUBLIC FIGURE REVIEW 
RECOMMENBBD A CTION LIST 
asofmavi^iw 



6 . 


~T 


AfPRO 


APPROVED: 



Mk. C. Edward 



Mr. Skaukut mxl 


Page 2 of 3 


Ce024972 
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Saiaie Permanent Subcommittee 
onInvesSgaiions 

EXHIBIT# 

PUBLIC FIGURE A^■^UAL APPROVAL FORM 

Client’s Name; iaime f-ustaciii Clisni HSIIJAS aUM^ S32CM 

Accauni Title: Jaime Lusinchl & Blanca Ibaflez C?^R: S4M 

Country of DoraicHe: Venezuela Market ’RegioD: WH 

PBC Booking Centers: New York 

Market Region Head^s RecommeBdation; □ Rztaia Relatiansbip 

S Terreioate Retatlonsbip 

Expected Exit Date; 

Explain reason for Public Figure status; include relevant history: 

Cliem is a politician, former President of Venezuela (1983-1988). 

Explain below reasons for retention or termination of relationship: include »ay updated 
KyC information not available in the KYC profile: 

Client is not a largei market and is considered an “Alpha" clieint. No valid reason to retain him 
as public figure cjienl. 


Provide a Synopsis of recent rransaefioB aciiviry (3-6 months); 
No significant activity dunng ihe past 6 months. 


C8D24974 
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lAsx accaasts associated CSent xmJesf m£coTait »trocSa?» l»su* been pro*^cled ** part oi 
iCYC profile* No other accotirtis. 



Graap ExecutTve’s Appro^eJ of Market Rendon Hcad‘0 Rncornmend-tSon 

Approval Gmntesi □ Rect>mi5ien4»tion I!1euied | ^ 

XiNu;:i9loc PostpoQexl □ Additional tnfomnticQ Needed^ Revriernr 
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Ssnate Pamianont Suboomiiiiaes 
on InvesfigaSons 


EXHIBIT#. 


35k. 


BY UPS AIR COURIER AMD REGULAR MAIL 

June 16, 1999 

Jaime Lusinchi 
Blanca Ibanez De Lusinchi 
21011 Northeast 38th Avenue 
Aventura, Florida 33180 




/- 


Dear Mr. And Mrs. Lusinchi: 

During an annual review of your accounts, it was determined that 
because of their inactivity and low daily balances they no 
longer meet the target market criteria of the Private Bank. 
Accordingly, please arrange to have the balances transferred to 
another financial institution. 

Following our usual practice, if we have not heard from you by 
July 20, 1999, we will close the accounts and forward J:o you a 
cashiers check in the amount of the balance of the accounts. 



*1003:7^9 
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Saiata Pennanent SubrammiiBe 
onlnves^afkms 

EXHSIT # 

ATTACHMENT C 

STRICTLY CONFIDENTIAL — NOT FOR CIRCDLATION 

SUBCOMMITTEE MEMBERS AND STAFF ONLY 

Items 2(h) and 20) 

The individuals identified in Items 2(h) and 2(j) each had relatively 
insignificant Private Bank accounts in London. Client 2(h)’s account was opened 
on July 23, 1994, and closed in the latter half of 1998. Client 2©’s account was 
opened on January 4, 1996, andclosedinthelatterhalf of 1998. 

Clients 2(h) and 2© ai-e the daughters of a former President of an Asian 
country. In addition, Client 2(h) is an agent and consultant for businesses in a 
number of fields, including mining and construction. She also chairs a company 
involved in various industries. 

Citibank will provide additional basic information as it becomes available. 



778 


S^ts Permanent Subommittse 
on Inveatigatlons 


C acjTT3B»4 aivw 
SIRECT UNE laeei pc a -maa 
MTEPrvCT Ba<«AVewiuM£R^M 


WlLMEH. CUTLEH S, PlCKERING 
S4«9 H BTDEET, M.W. 
WA9H4NSTON. O.C. 60037-1*30 

TSkCcHor/C r£OBI aa a a o i Vi 
fACSlMILc leoei GOa-aasS 


Feiiruaiy 15, 2000 


BY TELECOPY AND FIRST CLASS MAIL 

Hon. Carl Levin, Ranking Mini:iri,ty Meanter 
Permanent Subcommittee on Investigations 
Commiftec on Oovemmeiital Affairs 
Unitert States Senate 
S.R>193 Russell Senate OfBce Building 
WasbiagfoD, DC 20510-6262 



FACSmibe riiai<*a-SO£B 


sao MOtSai^ x/CMJS 
)<CW TWAK, MT IOOZ2 
TekSprta^£ (2ia Exx.~9aoo 
RkUMNikC la I « £30 e c o B 

• eASuroN QARBer<9 

Tp.SBHONE on H*i»''a»ajooo 
TAOWMILC o» I44I7II sau-.caa7 


a. 1049 anuasCLS 
nkCSMikC on D 23 £69-09^ 
raieORiCXSTRAAsc oB 

Te.spHaNC an Mao soaa^oo 
PAcsiH<<.c on f*93CI eozs^aa 


Dear Senator Levin: 


I writr in response to yourlcttcr dated January 31, 2000 W John Reed. Wc will address 
the relevant r.Ucnts in the order in 'which they were listed in your letter. 


*********** 



With respect to the individuals identified in part six of your letter, Citibank has 
determined that Clients 2e, 2g and 2h maintained account relationships with Citibank in two 
junsdictioBS in. southeast Asia. These account relannnships were closed. Citibank cannot 
provide any fiirtber Infotmatioa eonceming these account lelatinnsbipB because of the customer 
confidennality laws in ■the relevant jurisdictions. 


****'**'**** 


Sincerely, 

C. Boyden Gray ' 


cc: The Honorable Susan M. Collins 

Chairman 
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Senate Pennanent Subcotnmte 
on InvesCgatlons 

EXHIBIT # 

• Carlas Gomez Fraud ] \ ; l: iiv ' ; 

Summary and Action Plan 


I. Gomez's Employment History; 

Carlos Gomez was initially hired by Citibank in 1985 as a Senior Account Officer (th,s position 
IS now known as Pnvate Banker) m tne PBG's Western hemisphere (WH) Division. As such, 
he serviced Mexican clients from hts office m New York, in 1989. Gomez resigned to pursue 
an acting career, but returned after a few months as a part-time consultant. During this 
intenm period, which iasteC efcouT ten months. Gomez provided support to Private Bankers 
{e.g., preparing account documentation, drafting client letters, and investigating client 
inquiries). In May 1S91 , Gomez rejoined the PBG tull-time and assumed his previous position 
in the New York office; he also assumed responsibility for most of the client relationships that 
he was assigned to previously, in December 199/. approximately one mont.h before the fraud 
was detected. Gomez again resigned from Citibank to establish his own investment 
consulting firm (Reliance), m partnersh-p with ex-PrIvate Banker. Rafael ce la Sierra 

II. What Happened; 

During his employment with Citibank. Gomez engaged in a variety of fraudulent activities. An 
internal fraud investigation was commenced in mid-JaruaP; 1998. As soon as suspected 
fraud was detected. PBG Compliance and the Cil'bank s investigation and Potential Loss 
(l°L) Unit were notified. Calls were made immediately to appropriate law enforcement 
authonties. including the FBI, and actions taken 'o investigate the fraud and attach ail 
available assets. A lomt Campnance ana iPp tea.m has now .'•evtewed ail client relationships 
managed by Gomez during nis years of employment ana the investigation is largely 
conciudsc. Gomez was arrested m ^are Janjarv. ^oc c-nre.-eo a guilty plea a.nc wi;l be 
sentenceo next month. 

Gomez has concluded a civil settle.ment with Citioank, Assets acquired by Citioank pursuant 
to that settlement are now being valued and iicuiu'atoc. (Assets include cash, securities, 'eai 
estate and personal orooertv such as art and jewelry.) Final loss figures tor Citibank - after 
asset liquidation and insurance payments -- are noi yet known insurance coverage for fraud 
losses pays 75% of fraud losses (excluding interest) over Si million. Current estimates are 
that the Citibank Private Bank's losses after asset liquidation and insurance paymenls \viii he 
approximately S2 million (excluding interest) PBG-WH wrote off 31 miiiion m 1QQ8, and 
reduced revenues by 5 1,9 million representing unccilecteo interest revenue on fraudulent 
leans 

Gomez acmittad 'o stealing SSO.CGO from cne client in 1983. during his initial employ All 
additional, .\nawn frauculent activities performed by Gomez vvere conducted after he rejoined 
the Bank in l99i 


Gome.-:’s scheme generally nvoived three types cf fraudulent activities: 


000C07 
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^ Ui iu ; 3 >' 


Carlos Gomez Fraud- ■: - ^ : ... I 

Summary and Action Plan : ■ | 


1 . Using tlie <i^zei6 of .dyitirriu'e odslijtr.e.'-] os collateral. Gomez created loans that v/ere 
not requested or autnorized Dy tne c’lert. n most cases, ne invested the loan proceeds 
in Citibank products, made timely interest payments {using eitner clients’ funds or :he 
earnings from ms investments), and tnen paid off the loans, keeping the leftover 
earnings for himself. During the course of the fraud. Gomez created seven unauthorized 
loans totaling S29 4MM; only two of these loans (totaling S10MM) remain outstanding 
today. 

2. Gomez opened and ccntrciied a number o: bank dccGiiir..li§.^d,pr.rvace-i£i.vestmeri[ 
companies {PICst with the help of an apparently unknowing client, who was also his 
personal ‘riend. These accounts and i;l'“jctures were u.ned to make investments and 
transfer money out or the Dank. AM of these traudu.eni accounts were ooened to the 
names cf adoitional family memoers to appear to be part of existing client relationships 

3. Gomez withdrew funds directly from legitimate client accounts and usee the mroney ipr 
his own aenerit. Ah of these clients suosenced u: the VVU's Hold-All-Mail (HAM) sen/ice 
During the course of the fmutJ. Gomez initiated more than 20 unaut.hcrfzed debits ircm 
legitimate client accounts, aedme acorcxima-elv 5c 2cViM tc the total loss. In one cas:-, 
Gomez admitted to transfer.nng $300fvl to an investment management account from the 
same client s demand deposit account in order to make the investment return appear 
greater 

111. How It Happened/Why It Was Not Detected: 

The fraud was feasible because Gorriez v.-as aijie lo donunaiy iiis client reJaticnshipb 
'/aricus clients admired that thev rgiiec nr: Gomez to tell them wnat they needed to know 
about Their oanking activities and '.nev diiJ nnr review itateme.nis. correspondence, or other 
documentation crovided bv the oanK. Ciomez urid(?rstcod the weaknesses in our control 
svsten -or examo’e, ‘he .amour.’ of eac.- trajculen: 'uan //as oelow the amount that woulr: 
require a Senior Credit Otticer to meet me cJieni hero.-e aperoving the loan Gomez's, 
supervisors did not meet all or his clients or review their accounts effectively. In manv cases 
suDe.n/isory and ndeoendent approvals '.vere orovided without apprepnate ciligence. Listed 
beiew are the other ceniroi breakdowr s that permired the fraud to occur and remain 
undetected for severa^ vea's 

I Oiiyiitdi bigiidiu'e cures jrio accou.nt c-pening cocumentation were not validated 
independe.ntJy ; these were usually contfoilec soleiv by Private Bankers. 

ii. TidPiuciiuM iribirucliuiis were nul auinenticstec inceoendently to ensure that proper 

client authorization was oDfamed {i.e.. they weie processed under single control and with 
'neiTect.'/e iniernal aoprova:*^) 
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. - Carlos Gomez Fraud 

Summary and Actiort Plan 


3- The clients reliea fieavily. ;r acme cases solely, on the investment summaries prepared 
by Gomez: in the PBG. inveslnent summaries have been prepared manually by the 
Private Bankers for dtents who want the convenience of a single, simple statement 
rather than relying on official statements issued for each account. The summaries were 
not reviewed independently for accuracy. 

4. The HAM Unit's proceduies were deficient hor example, mail accumulated for years 
Without being picked up by clients and couid be released to Private Bankers without 
client authorization. Further, HAM-re.’ated instructions were not ventled independently. 

5. Loans are not stalemenieu and pledged assets die not tiiyniighted on investment ana 
banking statements. 

IV. Action Taken/Next Steps: 

■^he PBG has taken the foiiowfoc: octicas. a few uf wt^ich were or are being undertaken 

speciticaliy because of this problem, but most or which were or are being implemented as part 

cf the °BG's ongoing et'c.'t tc mprove the oontrcl environment globally 

• Over the past two yeaio. std'iOardtzed. gluoal policies nave been developed to fortify :ne 
PBG's trcnt-otfice comrcl process, .nctudin.g Know /our Customer {KYC), Manually 
initiated Funds Transfe-'s fWlK I ). Held Alt Wail (HAW) accounts, accepting gifts, and 
hiring relatives and close fnencs 

• Comprehensive setf-iesimg and sdi-rainui processes have neen established in each 
business unit around :.ne world to help remrorce the neec ‘.o comply, while identifying 
instances of non-comphance piorppUy. Tnese self-tests mcluce all applicable laws, 
regulations, control processes, and Ccrocrate and PBG policies 

• Two Ccmpitance Aten memos nave -been lasuec. The first was intended to ensure that 
BanKers did not engage m irancactions witn clients ror personal gam (e.g.. use a client’s 
house wnite on vacation or obtain cooas at favorable prices from a client’s business): the 
second alert addressed the orcDlem or Private Bankers avoiding conflict of interest 
situations wifh clients fe.g.. oemg granted oower of attorney or managing the 
relationships of nose, persona! fnendss 

• Our recently developed compliance anc control course is mandaton/ training for all nev/ 
and existing frcru-ofTce 

Collectively, these steps have made it more diftipult ror ’^nvate Bankers to defraud the Bank: 

however, tne details of the Gernez case highlighted the need for some additional scecific 
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Carios Gomez Fraud 
Summary and Action Plan 


actions to fuaher enhan^y tht tonlroi .^nvironmant. 'vVe arc aitackjng the remaining concerns 

from several perspectives 

• The cultural changes -.ve nave oeen promct-ng aie being embraced giObasly This w!]; 

help ensure ccmpiiance wrn (he aiofBmentioned poltctes and strengthen the degree of 
routine management oversight; enmfoyev not be accepted as the primary 

coniroi 

• A summary of the Gcrnez case and rcratcd contrcl issues {similar to this document) was 

distriDuted tnrcughout the ganv this surrmar/ ;s being used !c tram personnel 

on (he risks anc 's ailowmq tne reg-onal Compi'ance and Control functions lo he^p the 
appiicable business heads implement corrective measures that address control 
v;eakenes.ses the:/ umlc 

• We are working to ucmpleie a giobat itont-ond control cofcy that wil! eslabiis'i standard 
processes icr opentna accounts, cbtaming and va idahrc signature cards, anc assigning 
system access privileges The poiicv' will also address routine management oversight, 
stress the team concept oi client service, and reaune all new clients to be met by a 

. higher level or management {above me Banker) within six months of acquisition, 

• Ti'.e Gift policy <$ be.ng fev..sec to disco-; age the giviuy of gifts of a matenal moneta'y 
amount to other employees, especially sutorcmates -'Gomez made generous gifts to 
subordinates. ) Any recurring gifts, and ih.ose over USS50C. wilf have to be reported am 
approved by -i senior manager 

Development of ylcbai oorJciKj .'sun-imanes. wfnuii aie not created by Private Bankers, 
and which are independentlv verified ar-c roniain information aocut accounts, loans, 
pledcea assefs, eic. is a pnor-iv nroioct tor the ^BG. 

Risk manaceinent nas estaolisfied r-ww crydif process aporoval prccadums and 
controls that impose lougne,'’ s:andaros icr ip.'^rs 


OOOGIO 
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Senate Permanent Sutxsjrnnilse 
on liwestigations 

EXHIBIT # — 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

UNITED STATES OF AMERICA 

- V - 

CARLOS GOMEZ, 

Defendant . 


COUNT ONE 

(The 1991 Loan Scheme) 

The Grand Jury charges: 

1. At all times relevant to this Indictment, 

Citiban)<, N.A. ("Citibank") was a financial institution 
headquartered in New York, New York, the deposits of which were 
insured by the Federal Deposit Insurance Corporation. 

2. From in or about 1985 through in or about late 
1997, CARLOS GOMEZ, the defendant, was a vice-president in the 
Citibank Private Banking Department in New York, New York. As a 
vice-president in the Private Banking Department, GOMEZ- was 
responsible for the bank accounts of numerous Citibank customers. 

3. At all times relevant to this Indictment, 

Francisco Calleja and Bernabe Villanueva were customers of 
Citibank's Private Banking Department. 

4. In or about August 1991, without the knowledge or 
consent of Bernabe Villanueva, CARLOS GOMEZ, the defendant, 


Cl 


INDICTMENT 
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opened a new account in Villanueva's name at Citibank {the 
"Villanueva account") . In addition, GOMEZ opened an account in 
the name of Fernando Calleja, a fictitious person ("the Fernando 
Calleja account") , 

5. In or about August 1991, CARLOS GOMEZ, the 
defendant, caused Citibank to transfer $5,000,000 to the 
Villanueva account, $5,000,000 to the Fernando Calleja account, 
and $5,000,000 to an account in the name of Francisco Calleja, 
for a total of $15,000,000, in the guise of loans to the holders 
of each of those accounts. As GOMEZ well knew, neither Francisco 
Calleja nor Bernabe Villanueva had applied for or authorized 
GOMEZ to apply for these loans, and Fernando Calleja was a 
fiction of GOMEZ'S creation. To obtain the loan taken out in the 
name of Fernando Calleja, GOMEZ forged the signature of Francisco 
Calleja on a security agreement. 

6. In or about August 1992, CARLOS GOMEZ, the 
defendant, repaid the three $5,000,000 loans. In or about August 
1992, GOMEZ wired money earned with the proceeds of these loans 
to another person, who at GOMEZ's instructions then wired the 
money to accounts for GOMEZ's benefit. 

Statutory Allegation 

1 . From in or about 1991, up to and including in or 
about 1992, in the Southern District of N€:w York and elsewhere, 
the defendant, CARLOS GOMEZ, unlawfully, willfully and knowingly 
did execute, and attempt to execute, a scheme and artifice to 
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defraud a financial institution, to wit. Citibank, and to obtain 
moneys, funds, credits, assets and other property owned by, and 
under the custody and control of Citibank, by means of false and 
fraudulent pretenses, representations, and promises, to wit, 
CARLOS GOMEZ, the defendant, fraudulently caused Citibank to 
transfer $15,000,000 to his control under the guise of loans to 
two Citibank customers who had not authorized such loans and one 
loan in the name of a fictitious customer. 

(Title 18, United States Code, Section. 1344.) 

COTJNT TWO 
(1993 Loan Scheme) 

The Grand Jury further charges: 

8. The allegations set forth in paragraphs 1 through 4 
above are repeated and realleged as though set forth in full 
herein . 

9- In or about January 1993, CARLOS GOMEZ, the 
defendant, caused Citibank to transfer $5,000,000 to the Fernando 
Calleja account and $5,000,000 to the Villanueva account, for a 
total of $10,000,000, in the guise of loans to Fernando Calleja 
and to Bernabe Villanueva and his wife Angelina Villanueva. As 
GOMEZ well knew, neither Bernabe Villanueva nor Angelina 
Villanueva had applied for or authorized GOMEZ to apply for these 
loans, and Fernando Calleja was a fiction of GOMEZ' s creation. 

To obtain the loan in the name of the Villanuevas, GOMEZ forged 
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their signatures on a demand note for $5, 000, 000 and a security 
agreement securing the loan. To obtain the loan in the name of 
Fernando Calleja, GOMEZ signed the name Fernando Calleja on a 
demand note for $5,000,000 in the name of Fernando Calleja. 

10. In or about July 1993, CARLOS GOMEZ, the 
defendant, caused Citibank to extend overdraft protection on the 
Villanueva account and the Fernando Calleja account. In order to 
obtain this protection, GOMEZ forged the signatures of the 
Villanuevas on an overdraft facility agreement, and GOMEZ signed 
the name Fernando Calleja on an overdraft facility agreement. 

11. CARLOS GOMEZ, the defendant, used the overdraft 
facilities to pay some of the interest due and owing on the two 
$5,000,000 loans he had fraudulently obtained in or about January 
1993. In addition, at various times between 1993 and 1997, GOMEZ 
made withdrawals on the overdraft facilities. In all, Gomez paid 
interest and made withdrawals totaling more than $1,800,000 using 
these overdraft facilities. 

12. Between in or about 1994 and in or about- 1996, 
CARLOS GOMEZ, the defendant, made withdrawals totaling more than 
$1,700,000 from the bank accounts of a Citibank Private Banking 
Department customer without the knowledge or consent of that 
customer. GOMEZ used a portion of this money to make interest 
payments on the two $5,000,000 loans he obtained in January, 

1993, and a portion of this money to purchase a house. 
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statutory Allegation 

13. From in or about January 1993, up to and including 
in or about early 1998, in the Southern District of New York and 
elsewhere, the defendant, CARLOS GOMEZ, unlawfully, willfully and 
knowingly did execute, and attempt to execute, a scheme and 
artifice to defraud a financial institution, to wit. Citibank, 
and to obtain moneys, funds, credits, assets and other property 
owned by, and under the custody and control of Citibank, by means 
of false and fraudulent pretenses, representations, and promises, 
to wit, CARLOS GOMEZ, the defendant, fraudulently caused Citibank 
to transfer $10, 000, 000 to his control under the guise of loans 
to one Citibank customer who had not authorized such a loan and 
one loan in the name of a fictitious customer, to extend 
overdraft protection to accounts he had created for his own 
benefit in the names of those customers, and thereby wrongfully 
obtained from Citibank more than $13,000,000. 

(Title 18, United States Code, Section 1344.} 




i^JcrLkOLi n'\ 


FOREPERSON 


ARY JC/WHITE 


MARY 

United States Attorney 
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■\ AO 245B (Re^. 3/3S) Sheel 1 - Judgment in 


/aV> 


Senate Permanent Sulmammita 
on Ir 


United States District Court 

Southern District of New York 


- EXHIBIT#. 


UNITED STATES OF AMERfCA 


CARLOS GOMEZ 


THE DEFENDANT: 

pleaded guilty to cbunt(s) ONE (1) «& TW O (2) 


JUDGMENT IN A CRIMINAL CASE 
(For Offenses Committed On or After November 1, 1987) 
CaseNumben 1:98CR0019:5-001 
STANLEY S. ARKIN 


DctandanTs Alio«ney , 






I ] pleaded nolo contendere to count(s) 

which was accepted by the court. 

I I was found guilty on count(s) 

after a plea of not guilty. 

Title & Section Nature of Offense 








Date Offense 


Numberlsl 


18 U.S.C. ' 1344 


BANK FRAUD 


18 U.SX. ■ 1344 


BANK FRAUD 


The defendant is sentenced as provided in pages 2 through S of this judgment. The sentence is imposed pursuant 
to the Sentencing Reform Act of 1 984. 

Q The defendant has been found not guilty on count(s) 

I I Count(s) (is)(are) dismissed on the motion of the United States. 

IT IS FURTHER ORDERED that the defendant shall notify the United States Attorney for this district within 30 days of any 
change of name, residence, cr mailing address until all fines, restitution, costs, and special assessments imposed by this 



15 Ea.st 36tli Street, 3rd floor 


New Y ork NY 10016 
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AO 2456 (Rev. 3/9S) Sheet 2 • Imprisonment 

Judgment-Page 2 

DEFENDANT: CARLOS GOMEZ 

CASE NUMBER: 1:98CR00195^00I 


IMPRISONMENT 

The defendant is hereby committed to the custody of ttie United States Bureau of Prisons to be imprisoned for 
a total term of ss mnnthfvt 


^ The court makes the following recommendations to the Bureau of Prisons; 
Th;it the defendant be confined to F.CX in Miami, fL. 


I I The defendant Is remanded to the custody of the United States Marshal. 

I I The defendant shall surrender to the United States Marshal for this district; 

I j at a.m./p.m. on 

I I as notified by the United States Marshal. 

^ The defendant shall surrender for service of sentence at the institution designated by the Bureau of Prisons; 

I I before 2 p.m. on . 

I I as notified by the United States Marshal- 
ls as notified by the Probation or Pretrial Services Office. 


I have executed this judgment as follows: 


RETURN 


Defendant delivered on 


at 


with a certified copy of this judgment. 


By 


UNITED STATES MARSHAL 
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AO 245B (Rev. 3/S5) Sheet 3 > Supenised Reteast 

Judgment-Page t of 

DEFENDANT: CARLOS GOMEZ 

CASENUMBER: I:98CRO0i95A01 

SUPERVISED RELEASE 

upon release from imprisonment, the defendant shali be on superwsed release for a term of S vearfO 


The defendant shall report to the probation office In the district to whi£^t fta defendant is released within 72 houre of 
release from the custody of the Bureau of Prisons. 

The defendant shall not commit another federal, state, or local crime. 

The defendant shafi notiilegaily possess a controlled substance. 

For offenses committed on or after September 13, 1994: 

The defendant shall refrain from any unla^Adul use of a controlled substance. The defendant shall submit to one 
drug test within 15 days of release from Imprisonment and at least two periodic drug tests thereafter, as directed by 
the probation officer. 

f~] The above drug testing condition » suspended based on the courts detarminaticn that the defendant poses 
a low ri^ of future substance abuse. {Check, if applicable.) 

^ The defendant shall not possess a firearm as defined in 18 U.S.C. § 321. (Check, if applicable.) 

if this judgment imposes a fine or a restitution obligation, it shall be a condition of supervised release thatthe 
defendant pay any such fine or restHution ttiat remains unpaid at the commencement of toe term of supervised release 
in accordance with toe Schedule cf Payments set forth in the Criminal Monetary Penalties sheet offhis judgment. 

The defendant shall comply with toe standard condilions that have been adopted by this court (set forth below) . The 
defendant shall also comply vwth the additional conditions on the attached page (if indicated below). 

See Special Cnnijiti»n!|iprSupurvi»nrs-Shect 3.01 

STANDARD CONDITIONS OF SUPERVISION 

1) toe defendant shall not leave toe Judicial district without the permission of the court or probation officer; 

2) toe defendant shall report to toe probation officer and shall submit a truthful and complete written report withir the first, 
five days of each month; 

3) the defendant shall answer truthfully all inquiries by toe probation officer and follow toe instructions of toe probation 
officer: 

4) toe defendant shall support his or her dependents and meet other family responsibilities; 

5) the defendant ^aii work regularly at a lawful occupation unless excused by the probation officer for schooling, training, or 
other acceptable reasons; 

6) the defendant shali notify the probation officer ten days prior to any change in residence or employment; 

7) the defendant shali refrain from excessive use of alcohol; 

8) the defendant shall not frequent places where controlled substances are illegally sold, used, distributed, or administered; 

9) the defendant shall not associate with any persons errgaged in criminal aefivity, and shall not associate with ary person 
convicted of a felony unless granted permission to do so by the probation officer; 

10) toe defendant shall permit a probation officer to visit him or her at any time at home or elsewhere and shall permit 
confiscation of any contraband observed in plain view of the probation officer; 

11) the defendant shall notify the probation officer wthin seventy-two hours of being arrested or questioned by a Jaw 
enforcement officer; 

12) the defendant shall not enter into any agreement to act as an informer or a special agent of a law enfo’cement ager^cy 
without the permission of the court; 

13) as directed by the probation officer, the defendant shall notify third parties of risks that may be occasioned by the 
defendants criminal recoid or personal fetory or characterisfics, and shall permit the probation officer to make such 
noOfications and to confirm toe defendant's complia.nce wtth sudi notification requirement. 
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AO (Rev. ^/SS) Shaei 5, Part A - Criminal Monetoiy Pfinatttni 

Judgjmnt-Page 4_^_ of ^ 

DEFENDANT: CARLOS GOMEZ 

CASE NUMBER: 1!98CR00195001 

CRIMINAL MONETARY PENALTIES 

The defendant shall paythefellovssng total criminal monetery penalties In accordance with the schedule of payments set 


forth on Sheet 5. Part B. 


Assessment 


Fine 


Restitution 

Totals: 

$ 

150.00 

s 


S 

8,118,932.00 


j j If applicable, restitution amount ordered |?ur5uant to plea asreiment 


PINE 

The above fine includes costs of incarceration and/or supervision in the amount of $ 

The defendant shall pay interest on any fine of more than $2,500, unless the fine is paid in full before the fifteenth day 
after the date of judgment, pursuant to 18 O.S.C. § 3612(f). All of the payment optionr. on Sheets. Part B maybe subject to 
penalties for default and delinquency pursuant to 1 8 U.S.C. § 361 2(g). 

I j The court determined ftat the defendant does not have the ability to pay irtterest and ft is ordered that: 
f~'] The interest requirement is waived. 

The interest requirement is modified as follows; 

RESTITUTION 

[ I The determination of restitution is deferred in a case brought under Chapters 109A, 110, 110A and 11 3A of Title 18 for 

^ offenses committed on or after 09/13/1994. until . An Amended Judgrrient in a Criminal Case 

will be entered after such determination. 


^ The defendant shall make restitution to the following payees in the amounte listed below, 

If the defendant makes a partial payment, each payee shall receive an approximately proportional payment unless 
specified otherwise in the priority order or percentage payment column below. Priority Order or 

Percentage of 

** Total Amount of Payment 

Name of Payee Amount of Los s Restituffon Ordered 

CiTlRANK,N.A.,AniVJ THOMAS p.UOOIVArs Sl 7 ,Z 43 , 482.00 58 , 118 , 932.00 


IsiSiSI 5 rL23J,482.Qfl. £ S,11SJ)32_00 

" Pndings for the tola! amount of tosses ate required under Chapters 109A, 110, 110A, and 113A of Title IS for offenses 
committed on or after September 13, 1994. 
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AO 2«5B <Ra». a«5) She*) 6 ■ Slalemen! of Reasot\s 

Judgment-Page _s of 5 f 

DEFENDANT: CARLOS GOMEZ 

CASE NUMBER: IsSSCROOigS-OOl 

STATEMENT OF REASONS 

I j The court adopts the factual findings and guideline application in the presentence report. 

OR 

I I The court adopts the factual findings and guideline applicat'on in the presentence report except (see attachment, if 
necessary); 



The sentence is within the guideline range, that range does not exceed 24 months, and the court finds no reason 
to depart from the sentence called for by the application of the guidelines, 

OR 

^ The sentence is within the guideline range, that range exceeds 24 months, and the sentence is imposed for the 
following reason(s): 


OR 

l"'"] The sentence departs from the guideline range: 

j I upon motion of the government, as a result of defendant's substantial assistance. 
j I for the following specific reason(s): 



BOflBIT#, 
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' 

No. 600401/9S 

Hon. Charles E.^ajnos; J.S.C. 

I Aa Part 53 

SUPREME CdURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 


CITIBANK, N.A., 


Plaintiff, 


-against- 


CARLOS GOMEZ, FERNANDO CALLEJA, 
ALEJANDRO GARRIDO, SAILFiSH 
ENTERPRISES LIMITED, HIGH TIDE 
ENTERPRISES LIMITED, SOUTHFORKLTD,, 
CmiRUST (B,AHA.MAS) LIMITED, AS 
TRUSTEE THROUGH ITS NOMINEES OF 
SOUTHFORK LTD., CORCOVADO HOLDINGS 
LIMITED, and DOES 1-10, 


Defendants. 





ALISON SPEAR GOMEZ. 


Plaintiff-Intervenov 




JUDGMENT 





AVIS POLK. & W.ARDWELL 
430 Lexington Avenue 
{^-New York, New York 10017 
(312)430-4000 

Attorneys for PlaintilTCitibank, N' A, 
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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW YORK 


f X 

CITIBANK, N.A.., '' : 

PiaMtifF, : 

- againsf : 

CARLOS GOMEZ, FERNAOTO CALLEJA, : 

ALEJANDRatiARRIDO, SAILFISH : 

ENTERPRISES LIMITED, HIGH TIDE ; 

ENTERPRISES LIMITED, SOUTHFORK : 

ltd:, CITITRUST (BAHAMAS) LIMITED. AS : 

TRUSTEE THROUGH ITS NOMINEES OF 
SOUTHFORK LTD., CORCOVaDO 
HOLDINGS LIMITED, and DOES I-IO, : 


JUDGMENT 

Index No. 60040 U98 
Hon. Charles E. Ramos. J.S.C. 
IAS Part 53 


ALISON SPEAR GOMEZ, 


Plaintiff-Intervenor 


•X 


^ ^ % im 

Upon reading and filing the suioruuus, the complaint duly verified on January 27, 
1998, the affidavit of Thomas M. LahifF, Jr., sworn to on January 27, 1998, and the 
exhibit annexed thereto, the affidavit of David Denton, sworn to on January 27, 1998, the 


affidavit of James L. Kerr as to the need for emergency relief, sworn to on January 27, 
1998, the accompanying memorandum of law and the undertaking herein, the order id 
show cause with temporary restraining order seeking order of attachment and expedited 
discovery as signed on January 27, 1998, the affidavits of service, the February 9, 1998 
stipulation and order continuing the restraining order in effect, the papers in opposition 
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-w*. 

behalf of plaintiff-intervenor Alison Spear Gomez, leave facing granted to intervene 
without opposition; 

AND the above-captioned action having come before the Honorable Charles E. 
Ramos, Justice ^f the Supreme Comt of the State of New York in IAS Part 53, and the 
Court having heard argument on the motion and in opposition, and having continued the 
restraining order in effect on February 23, 1998, March 10, 1998, March 30, 199S attd 
April 30, J9_9S in anticipation of the parties reaching settlement, and the Court having 
considered the indictment of Gomez and his plea agreement with the United States of 
America, and the Court having read and considered the Settlement and Security 
Agreement and the Exhibits thereto, including the First Amended Verified Complaint, 
consent to the filing of which was agreed to by and among the parties, and the Court 
having approved the settlement as agreed to, and the parties having submined with the 
Settlement and Security Agreement a Stipulation and Order Directing Entry of Judgment, 
together with a form of proposed Judgment, the entry of which was consented to by the 
parties, and the Court having ordered that the Judgment be entered as submitted, 

NOW, upon the motion of Davis Polk & Wardwell , attorneys for plaintiff, it is 
ADJUDGED, that plaintiff Citibank N.A., located at 153 East 53rd Street, New 
York, New York, have judgment against defendant Carlos J. Gomez, residing at lOCQ 
Park Avenue, New York. New York, in respect of the First Amended Verified Complaint 
and recover damages from defendant Carlos Gomez in respect thereof in the amount of 
TWENTY THREE MILLION TWO HUNDRED TWENTY SDC THOUSAND SIX 


2 
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y HUNDRED SIXTY ONE DOLLARS AN^ • CENTS ($23,226,66 1 .00) (which 
amount includes prejudgment interest amounting in the aggregate to 54,700,056.00 
through March 31, 1998), and that plaintiff have execution for such amount. 
Judgment signed this i/^ay of May, 1998. 



Clerk ,. 






3 
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Senate Pemianent SubommStee 
on investigations 

Citibank (Switzerland) EXHIBIT 

Citibank, N.A. 

Confidas Finance et Placement SA 


Acknowledgem ent 

Professional Secrecy (Swiss Federal Data Protection Law), Business Secrecy (Swiss Federal 
Criminal Law) as well as the Swiss Banking Secrecy (Swiss Federal Law on Banks and Savings 
Banks) were brought to the attention of the undersigned on bis / her entry into employment or 
consultancy service in any form with Citibank (Switzerland), or Citibank, N.A., or Confidas 
Finance et Placement SA, in Switzerland. 

Article 162 Swiss Federal Criminal Code 

Anyone who betrays a production or business secret which he should keep secret according lo a legal or 
contractual duty, and anyone -who takes advantage of such betrayal either for himself or for another 
person is upon demand subject to imprisonment or fine. 

Article 35 Swiss Federal Data Protection T.aw 

1. Anyone who in an unauthorized manner intentionally discloses secret personal data particularly 
worth of proteiUion or personality profiles of which he obtained knowledge while exercising a 
profession requiring the knowledge of such data, is upon demand subject to confinement or fine. 

2. Anyone who in an unauthorized manner intentionally discloses personal data particularly worth of 

protection or personality profiles of which he obtained knowledge while working for or being 
trained by (he person subject to the duty of secrecy, is subject to the same punishment. , 

3. Any unauthorized disclosure of secret personal data particularly worth 'of protection or personaliiy 
profiles is also punishable after the end of the professional activity or training. 

Article 47 Swiss Federal Law on Banks and Savings Banks 

/. Whoever divulges a secret entrusted to him or of which he has become aware in his capacity as 
officer, employee, mandatory, liquidator or commissioner of a bank, as representative of the 
Banking Commi ssion, officer or emplo yee of a recognised auditing company and whoever tries to 
induce others tc violate professional secrecy, shall be punished by imprisonment for not more than 
six months or by a fine of not more than Srr. 50,000. 

2. If the act has been committed by negligence, the penalty shall be a fine nut exceeding Sfr. SO. 000. 

3. The violation of professional secrecy remains punishable even after termination of the official or 
employment relationship or the exercise of the profession. 

4. Federal and cantonal regulations concerning the obligations to testify and to furnish information to 
a government authority shall apply. 

The undersigned acknowledges the contents of the above Articles and commits to be bound by 
the requirements of Professional Secrecy, Business Secrecy and^ Swiss Banking Secrecy 
regarding any Information obtained in carrying out activities for Citibank (SwitzcHand), or 
Citibank, N.A., or Confidas Finance ct Placement SA, even after bis/b.er employment or after 
completion of the service. 


Place 


Date 


Signature 


Full Name (Block Lerrers) 


t3EC<7D_E.CCO 
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Memorandum 

J.P. Morgan (Suisse) S.A. 

Geneva 

To : All Morgan visitors 

From : Lega! Department 

Re : Swiss bank secrecy 


JPMorgan 

onlnv^galions 

38b. 


As a Morgan visitor but not employee of J.P. Moi^an (Suisse) SA ("JPMS"), you may be the 
recepient of information relating in particular to JPMS’s clients and accounts. 

We must draw your attention to the fact that, JPMS being a Swiss bank, as a matter of Swiss 
law, you are considered an agent of JPMS. Accordingly, we must emphasize that you are 
hence bound bv strict Swiss bank secrecy pursuant to Article 47 of the Swiss Federal 
Banking Law of November 8, 1934, which provides, inter alia, as follows : 

" Article 47 

1. Whoe^ier divulges a secret entrusted to him or of which he has become aware in his capacity as 
officer, employee, agent (.^) of a bank, (...) and whoever tries to induce others to violate professional 
secrecy, shall be punished by imprisonment for not more than six months or by a fine of not more than 
SFr. SO’OOO.-. 

2. Jfthe act has been committed by negligence, the penalty shall be a fine not exceeding SFr. SO'OOO.-. 

S, The violation of professional secrecy remains punishable even after termination of the (...) 
employment relationship or the exercise of the profession . " 

In particular, the above provision strictly forbids you to give any information 
whatsoever , including information regarding the holder(s) of any account, the person(s) 
endowed with powers of attorney, the beneficial owner(s) of the assets deposited in any 
account, even the account numbers, to anybody whomsoever, including any superior, 
colleague and/or assistant from Morgan . 

Should you have any qtiestion with regard to the above, do not hesitate to contact JPMS’s 
Legal Department for further explanation. 

We should be grateful if you could acknowledge having read and understood the present 
memorandum by filling up the bottom of the attached copy. 

Thank you for your cooperation. 


Legal Department / 1 1.93 


I hereby acknowledge having received, read and understood the above. 
Geneva, this day of 199 . 


signature : 


name : 
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Senate Pemianent Subcommlttea’ 
on Investigaflons 

EXH1BIT#_ 


38c. 


PRIVILEGED, WORK PRODUCT 
AND CONFIDENTIAI. 


February 3, 1998 


Thomas C. Baxter, Jr., Esq. 

Executive Vice President and General Counsel 
Federal Reserve Bank of New York 
New York, New York 


Dear Mr. Baxter: 

This is in response to your request for a description of the policies and 
procedures currently has in place and 

proposes as a means of responding to legal process served upon l ;in 

particular with regard to legal process served by governmental agencies and law 
enforcement authorities (the "Requesting Parties"). Specifically, we understand that 
you are focusing on legal process that seeks information concerning bendficial 
owners and assets of trusts and private investment companies ("PIC") who may be 
clients of. ; or one of its off-shore affiliated companies. 

; policy is to fully comply with any proper legal 
process served upon the bank as required by law. Under current procedures em- 
ployed by the bank, if lis served with a subpoena or other legal process 

seeking information concerning accounts maintained at' j a designated 

employee of the bank will review its computerized database known as the ■ _ 

Client Information System ^1 other relevant internal sources main- 

tained in the ordin^ course of business in order to locate any and all responsive 
information. ' is a central database maintained atj which stores 




Thomas C. Baxter, Jr. 
February 3, 1998 
Page 2 
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the client's name and address, demographic data, client-to-client relationships, 
account balances and account market values. If responsive information is located by 
the system or any other relevant internal sources, then takes 

additional steps to procure all responsive documents. We believe that the procedure 
employed by ' to respond to legal process from a Requesting Party 

assures that responsive information is provided in a timely fashion. 

We have also reviewed _ policies and procedures with 

regard to legal process served upon : by governmental agencies and law 

enforcement authorities relating to non-U.S. trusts and PICs. All non-U.S. trusts and 
PICs for individuals are established by 

[Cayman") and/or,- ' Jersey"). Such trusts and 

PICs are administered by personnel at Jersey. Some of the trusts established by 
iJersey have appointed as trustees individuals associated with our Swiss affiliate, 

. Moreover, some trusts are governed by English law. 
When by legal process information is sought concerning individuals or entities who 
have established trusts and PICs through Cayman and Jersey, our response of 
necessity is dictated by the laws of those countries. 

As a result of your inquiry, we have reviewed our policy in order to 
ascertain the degree of flexibility the laws of those countries may provide with 
regard to supplying information to thfrd parties. We have sought advice concerning 
the laws of thejCayman Islands fromT . . . the laws of Jersey 

from the law firm, the laws of me United Kingdom from_!_ 
and the laws of Switzerland from the law firm of. For your review, 

we have surtunarized the advice received from foreign legal counsel in the attached 
appendix. 


Taking into account the advice we have received, we propose to 
handle legal process from Requesting Parties concerning non-U.S. trusts and PICs as 
follows. A determination will be made as to whether the provision of such informa- 
tion to the third party seeking it is permitted by foreign law. If it is determined that 
providing information would not violate such law] . ^11 provide the 

information to the Requesting Parties. If it is determined that providing such 
information raises an issue as to whether such action would be in contravention of 



Thomas C. Baxter^ Jr. 
February 3, 1998 
Page 3 
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foreign law, jvill serve an objection and/or seek a court's instructions. 

Further, if a U.S. law enforcement authority serves process on either\_ . , ,;in 

respect of Cayman Trusts) or Jersey ... 

, as appropriate, will either: (i) to the extent not constrained by 
foreign law, providelhe information sought; or (ii) to the extent there is an issue as 
to whether providing the information sought would violate foreign law, undertake to 
apply to courts of those countries for directions as to how to respond to the legal 
process. We understand that courts in both jurisdictions are familiar with and deal 
with applications of this sort. For example, we have been advised that Section 4 of 
the Cayman Islands Confidential Relationships (Preservation) Law (1995 Revision) 
(the "CRPL"), a criminal statute, requires application to the Grand Court of Cayman 
before any evidence concerning confidential information is to be given. That 
application is made with notice to the Cayman Islands Attorney General and requires 
the applicant to submit an affidavit explaining the circumstances in which the 
confidential information will be given and why such evidence is necessary. Thereaf- 
ter a hearing takes place in camera in a judge's chambers and the Cayman Islands 
Attorney General argues the public policy issues, if any, before the court. By 
seeking court assistance, information may be made available in a prompt and 
efficient manner without causing a violation of foreign criminal and/or civil laws. 

We hope this information proves responsive to your inquiry. We 
would be happy to discuss our policies and procedures with you in more detail at 
your convenience. 


Very truly yours, 
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APPENDIX 


This appendix summarizes the advice that . 
has received from various foreign counsel regarding responses to legal process 
served by U.S. legal agencies and governmental authorities regarding non-U.S. trusts 
and PICs. We have been advised by’ Cayman Islands 

counsel, that it would be a violation of the CRPL to disclose the identity of the 
beneficial owners of Cayman Islands trusts and companies to third parties without 
the client's consent. Violation of the applicable section of the CRPL (Section 5.1) 
carries a fine of CIS 15,000 and two years imprisonment This penalty may be 
doubled where the offender is a "professional person" which is defined as "every 
person subordinate to or in the employ or control of (a bank, etc) for the purpose of 
his professional activities." 

We have been further advised that the CRPL purports to have 
extraterritorial effect and provides that it applies to "all confidential information with 
respect to the business of a professional nature which arises in or is brought into the 
Islands and to all persons coming into possession of such information at any time 
whetherthey be within the jurisdiction or without." CRPL, Section 3. Indeed, we 
have been advised that a employee located in New York, such as a 

relationship manager, who meets with a client and assists that client in establishing a 
Cayman Islands trust, would be in violation of the CRPL by disclosing to third 
parties (including to other ! _ officers or employees) the identity of the 

beneficial owner (and settlors) even though the identity of the beneficial owner was 
learned prior to the time the Cayman Islands trust or PIC was created. 

We also have been advised that it would be a violation of criminal law 
for auditors who review the books, records, system and controls of Cayman Islands 
trusts and PICs to reveal the identity of the beneficial owners and settlor of such 
trusts and PICs to third parties (including other officers and employ- 

ees) in response to legal process. Similarly, it would be unlawful for an auditor to 
record the identities of the beneficial owners (and settlors) of the trusts and PICs 
which information may be made available to other officers or employees of 

who are responding to subpoenas, attachment orders, seizure orders garnish- 
ment or other legal process served upon the bank by Requesting Parties. 
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As for Jersey law, we have been advised by the' jaw firm that 
or its agents would have civil liability for violating the implied duty of 
confidenfiality owed by a banker or trust company to its customer if, without 
consent, the identity of beneficial owners (and settlors) were compiled and made 
accessible to third parties (including, ilempioyees). Moreover, an 

auditor who reviews the books, records, systems and controls of hnd 

thereby obtains information concerning the beneficiaries and settlors of the trust 
administered in Jersey would be in violation of Jersey's law if such auditor revealed 
that client information to a third party, including an officer or employee of 


As with Jersey, we were advised by' that under 

the laws of the UK. it would be a breach of the duty of confidentiality for the 
identity of beneficial owners (and settlors) to be disclosed to third parties, including 
Requesting Parties, without consent. Moreover, an auditor who reviews the books, 
records, systems and controls of relating to such trusts, and thereby obtains informa- 
tion concerning the beneficiaries and settlors of U.K. trusts would be in violation of 
the civil law of the U.K. if such auditor revealed client information to a third party, 
including an officer or employee of 

In as much-ps the trustees of certain trusts established by, _ 
are associated with we also inquired of Swiss counsel about the applicable 

laws of Switzerland. We have been advised by , Swiss counsel, that it 

will be a violation of the criminal laws of Switzerland, specifically Article 47 of the 
Swiss Federal Law on Banks and Savings Banks (the "FLOB"), for there to be a 
disclosure of the identity of the beneficial owners of trusts and private investment 
companies either located or doing business in Switzerland to third parties, including 
U.S. governmental agencies, without the consent of the beneficiary. Indeed, accord- 
ing to Swiss counsel, it is not simply the names of beneficial owners which is subject 
to protection but all facts entrusted to or discovered by individuals in the exercise of 
their profession. The compilation of such list with the intent to distribute it to third 
parties and without client consent would certainly violate Swiss banking laws._ 
Further, we were informed that a employee who ls,not a^ 

employee and who discloses the identity of the names of, ^customers nonethe- 
less can be subject to criminal penalties. 

The penalty for violating Switzerland’s criminal secrecy laws is severe 
and could lead to imprisonntent for up to six months or a fine of up to CHF50,0000. 
In addition to criminal penalties, could be sued civilly for breach of 
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contract and tort for its role in violating bank secrecy. In addition Jo civil and 
criminal penalties, violation of bank secrecy may also lead to administrative sanc- 
tions by the Swiss Federal Banking Commission. Sanctions could include a warn- 
ing, a request to dismiss the individual who committed the breach, and, ultimately, 
withdrawal of the banking license. 
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PRIVILEGED AND rONFIDF.NTlAI 
March 6. IW8 


BY HAND 

Tlionias C. Baxter. Jr.. Esq. 

E.xecutive Vice President and General Counsel 
Federal Reserve Bank of New York 
33 Lioerty Street 
New York. NY 


Dear Toni: 


This will follow up on my letter to you of February 3. IWS concerning your request lor a 
description of the policies and procedures _ _jposse.sses 

for responding to legal process concerning accounts domiciled in the U.S. At our recent tncetitig. 
you requested that we review with counsel the result under foreign law ifa list ofbeneliciai 
owners of trusts and private investment companies ("PICs'*) established at oHshore alllliaics ol 
is compiled and maintained in the U.S. Because the substantial portion of the 
Irusis and PICs are established in the Cayman Islands, we have sought the lurther advice 
concerning the laws of the Cayman Islands from _ _ a highly c.spcricncctl 

law llrm in the Cu> man Islands, and we have just received their reply to our Inrthcr iiK|uir\ . 


Cayman Islands counsel has confirmed to us that the identities ot bcnelicial owners ot 
Cayman Islands trusts and PICs constitute conlldemial information under the Cayman Islands 
Confidential Relationships (Preservation) Law (I W5 Revision ("CRPL ). Counsel has also 
staled that it constitutes a criminal offense to divulge or attempt, olfer or threaten to ditiilge sue 
information to third parties. Improper disclosure would also subject^ w civil 

liability. They advise tliat it makes no difference how the names were obtained; unauihori/.cd 
disclosure of contidcnlial information to third parlies regardless of the purpose (including in 


h 


response to legal process) eonstiuilcs a violation of Caymaiijslands law. . Accordingly, 
regardless of whether the list is compiled and maiiuaiiicd atl_ _ the iiilormatum 

cannot be disclosed by, " 'unless eve comply with the procedures describctl in m> 


February 3. letter. 
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Cayman Islands CvOimsel has further advised that under Cayman Islands law. the Bank 
may obtain the names of beneficial owners of trusts and PfCs from its affiliaie for genuinely 
prudential purposes as part of the normal course of- 's business, since the creation 

of such a list would fall within an exception in the CRPL. However, if such information was 
obtained to create a list not for prudential purposes but with a view toward providing Use iianws 
111 response to legal process. Cayman islands counsel advises that the normal course ol’ business 
exception will not be applicable and that such compilation ol the list wii! con.st(iutc a viidatiun of 
the CRPL. As we preMOusly informed you. the maximum penalty for such an offense is 
CIS5.000 and two years' imprisonment. 

In view of the fact that we have just received counsel's advice, management of our - 
private banking operations has not yet had the opportunity to determine how lliis advice may 
affect our current operations, client expectations and our competitive position. Alter wc ha\c 
had the, opportunity to consider these issues, we will provide a iurther response to you. in the 
meantime, if you so desire we would be pleased to meet with you again to discuss lids matter. 

Verv^ruly vours. 


cc: 
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Federal reserve Bank of new York 

NEW VORK. N V I OO-dS-OOO i 
AREA cooe X I 2 720-5035 
FACSiMH.e a I 2 720-73^0 


5 c Baxter jr 




March 24. 1998 




Thank you for your letter of March 6. ,1998. following up on certain questions we po^ed 
regarding! pnvaie banking business. In the iener. \ou 

indicate iha{_ ^as now received advice of counsel that would permit it to obtain the names 

of the beneficial owners of mists and pnvate investment companies (“PICs”) established in the Ca\rnan 
Islands with its affiliates as long as obtained this information for prudential reason.=j and 

not for the purpose of complying with a United States subpoena. You also stated that your business areas 
had not had the rime to determine how- this new advice may affect your pnvate banking operations 


While I appreciate thati_ . is m the process of accessing this information, u 

appears, at least to me, that this advice means that _can maintain a written list of the names 

of the beneficial owners of United States dollar accounts established in the names of PICs and trusts, 
update this list as necessary, and maintain this list in the United States. Adopting this'procedure 'a 1 1 1 
address some of the risk management concerns we raised with you m our meeting on Februarv- 20. 


Also, as I stated in our last meeting, it appears to me that once this list is mamrained in 
the United States, it would be a matter of United States law - and not Cayman Island law - hou 
jresponds to a United States legal process. I would appreciate receiving confirmation, at >OLjr 
earliest convenience, tha< concurs in this view. 


Sincerely, 



cc: .Michael Nelson, Rona Pocker. Robert Toomey. Colleen Vv'estbrook 
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BY HAND June 30, 1998 

Thomas C. Baxter, Jr., Esq. 

Executive Vice President and 
• General Counsel 
Federal Reserve Bank of New York 
33 Liberty Street 
New Yor'c, NY 10045 

Dear Tom: 

This is in response to your request.for information concaiTMg the policies and procedures 

is implementing in its private banking operations to ensure 
sound risk management processes and to faalitate the bank’s abiEty to respond to legal process served 
upon the bank. These policies and procedures win focus on infortnatioii concerning accounts 
maintained for beneficial owners of trusts and private investment companies (“PICs) at 
private bank. 

As you are aware, we recently met with staff of the Reserve Bank to review this matter and to 
discuss various approaches that we had been consideriiig. We found the meeting to be ofsignificajit 
assistance to us. Based upon these discussions and our understanding from the staff as to what would 
be considered consistent vwith safe and sound banking principles, we are pleased to inform you that 
will estabfiah a database concerning accounts domiciled in the United States that arc 
maintained for the grantors of trusts and the beneficial owners of PICs established off-shore. The 
dat^ase wiE contain thejiames of the grantors and the beneficial owners and will be periodicaiiy 
audited by , Private Bankii^ Group internal audit unit, the Self-Assessn^ni Unit 

Access to the database will be available tq senior officers responsible for the Private 

Bank's risk management. The database will be maintain^ in Jersey by employees of 

_ who are solely responsible for administration of such mists and PICs. Employees of 
■ will regularly review and update the list We believe that this approach is 
in accord with our recent dis'cussions with the Reserve Bank staff 

The database will also be accessible in connection with responding to legal process served upon 
As you arc aware policy is to comply folly with ail legal process 

served upon the baiik as required by law. Under procedures currently in place, v/hen a subpoena or 
other legal process is received which seeks information about accounts maintained at foe bank, a 
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designated. )employee reviews the bank’s, 

and other internal sources in order to locate information which is responsive to the request. If 
responsive information is located, we then take additional steps to secure all appropriate documents. 

_ is a central information database that stores client names, addresses, demographics, and account . 
information, including balances and market values. We win modify our current procedures in regard to 
response to legal process to include a review of the database described above. In this way we believe 


that we will assure a comprehensive response to l^al process. 


Under the procedures we will be implementing, whereby legal process information is 
sought concerning accounts established by clients who have established trusts and PICs, we 
wQiikhin addition to following the current procedures, review the database to determine if there 
t^aU^lbetween the Account domiciled in the United States and a client who has established an 
offshore trust or PIC. If it is determined that such a link g gsts,. a determination will be made as to 
whether the provision of such information to the third party seeking it is permitted by foreign law. 
If it is determined that providing information would not violate such law ^d the request do es not 
seek information which is privileged or confidenti al, or is otherwise objectio nablS. 
will provide the information to the requester. If it is determined that providing such information 
raises an issue as to whether such action would be in contravention of foreign law'gr is otherwise 
objectionably^ tvill serve an objection or seek guidance from an appropriate court. 

We hope this information has been responsive to your inquiry. 


Sincerely, 


cc: Rona Pocker 

(Federal Reserve Bank of NY) 
, Michael Nelson. Esa. 
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Federal Reserve Bank of New York 

N£W YOfiK ~ Y ! Q045'000 t 

AREA COUC 2 I 2 720-503S 
facsimile 212 720-73A6 





August i3, 1998 



Dear 


This 5s in response to your letter to me of June 30, 1998, and represents our 
understanding of the policies and procedures described in that letter for maintaining and access- 
ing information concerning accounts ip^intaincd for beneficial owners of trusts and private 
investment companies at This letter memorializes understandings retched 

between you, your counsel, and members of my staff subsequent to your June 30 letter. 


We understand that the database described in your letter that will 

establish [for accounts domiciled in the L’nitcd States that are maintained for the grantors of 
trusts and the beneficial owners of PICs established off-shore) will be reviewed in connection 
with all iestal process served onC This review will be in addition to the review of 

and the other internal sources that arc currently 


subject to review. 


We further understand that beneficial ownership and other information contained 
within the pnvate banking database jnaintained in Jersey will be available to our examiners upon 
request in a manner consistent wiihl. _ ] current arrangements with respect to the 

availability of information. The procedures you outlined in your letter do not alter any 
commitments previously made to the Bank concerning the availability of information. 

If in reviewing the private bank database, ^determines that _ 

information contained therein is responsive to legal process, wc understand as follows. ^ 

will provide such information, unless it determines that production of such informition 
would either violate laws, is privileged or confidential, or is otherwise capable of being the 
subject of a valid legal objection. In case of such a determination, will seek 

guidance from the court or other entity or authority that issued the legal process on how it should 
proceed. 
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FEDERAl. RESERVE BANK OF NEW YORK 2 . 


August 13. 1998 


We trust that the above description is consistent with the procedures that 
has established and appreciate your attention to these matters. 


Sincerely. 

IsJj fSO'UAS BAXTER, J?.. 



Thomas C. Baxter, Jr. 
Genera! Counsel and 
Executive Vice President 
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LAW LIBRARY 

DIRECTOR.«^TE OF LEGAL RESEARCH 


Re: LL File No. 99-7799 
October 27, 1999 

FROM: David M. Sale 

Director of Legal Research 

SUBJECT: Foreign Corporate Secrecy Laws 


TO: Senate Permanent Subcommittee 

on Investigations 

Attention: Bob Roach 


In response to your request, please find enclosed reports on corporate secrecy laws in 
the Bahamas, the Cayman Islands, the Channel Islands, Hong Kong, the Netherlands Antilles, Panama, 
Singapore, and Switzerland. 

Hopefully this information will be helpful. If you need further assistance please 

contact us. 


Enclosures 
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LAW LIBRARY OF CONGRESS 

BAHAMAS 


Although the Bahamas is known for having bank secrecy legislation,’ the available laws of that 
jurisdiction do not contain provisions making the divulgenceof information respecting corporate ownership 
a criminal offence. Some protection for shareholders of offshore companies is provided through minimal 
filing requirements that do not require disclosures of the names of owners or managers.^ 


Stephen Clarke 
Senior Legal Specialist 
Western Law Division 
Directorate of Legal Research 
Law Library of Congress 
October 1999 


‘ Bank and Trust Company Regulation Act, Bah. Rev. Laws, ch. 287 , s. 10 (1987). 
^ Internationa! Business Companies Act, 1989, 1990 Bah. Laws, No. 2, as amended. 
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LAW LIBRARY OF CONGRESS 

CAYMAN ISLANDS 


The Cayman Islands’ Confidential Relationships (Preservation) Law covers "information 
concerning any property which the recipient thereof is not, otherwise than in the normal course of 
business, authorized by the principal to divulge."’ This definition would seem to cover information 
relating to the ownership of a corporation. Such information would normally be possessed by individuals 
involved in establishing a corporation, such as a lawyer, and government officials involved in registering 
or investigating a corporation. However, the Confidential Relationships (Preservation) Law would also 
cover-other persons who might acquire confidential information without being authorized to divulge it. 

The Confidential Relationships (Preservation) Law requires parties who have been asked to divulge 
confidential information to advise the Attorney General of that request and seek the advice of the Grand 
Court.’ Requests from foreign parties are usually not approved unless appropriate assistance is requested 
under an applicable treaty providing for mutual legal assistance in criminal matters. These treaties 
generally cover drug trafficking and money laundering, but not tax evasion. 

Violations of the Cayman Islands’ Confidential Relationships (Preservation) Law by professional 
persons are punishable with fines of up to Cl$20,000 and 8 years imprisonment.’ Prosecutions must be 
approved by the Attorney General." 


Stephen Clarke 
Senior Legal Specialist 
Western Law Division 
Directorate of Legal Research 
Law Library of Congress 
October 1999 


' 1976 Cay. I. Laws, No. 16, | I, amended by 1979 Cay. I. Laws, No. 26. 
’ W., § 3A. 

'Id., §.4. 
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THE LAW LIBRARY OF CONGRESS 
CHANNEL ISLANDS 


Introduction 

The Channel Islands comprise of two Bailiwick’s 1) Jersey and 2) Guernsey, Alderney and Sark. 
The constitutional status of the Channel Islands is anomalous since they, along with the Isle of Man, are 
not part of the United Kingdom, nor are they colonies. The Islands are self-governing Crown 
Dependencies. Although the Treaty on European Union applies to the Channel Islands only for specified 
purposes, Guernsey has enacted a law enabling it to implement any provision of European Community law. 

Corporate ownership disclosures' 

Jersey 

The Companies (Jersey) Law, 1991 authorizes two entities, public and private companies. A 
public company has 30 or more members and must have at least two directors. A private company may 
have only one director. The vast majority of companies are private. Upon formation of a company, the 
Registrar of Companies must be informed of the identity of the beneficial owners of the company. The 
beneficial owners of a private company are not disclosed on the company’s register. Both types of 
companies must maintain a public register of directors and secretaries, including information on the 
address, nationality, occupation, and date of birth. The register of a company is open to public inspection, 
but, as stated, beneficial ownership in a private company, and its activities, are not publicly disclosed. 

A foreign registered tax exempt company, must be beneficially owned by non-residents of Jersey, 
and the beneficial ownership must be disclosed to the Jersey Financial Services Commission. 

Guernsey - 

Guernsey and Alderney have separate but similar legislation on companies. Sark dbes not have any 
companies legislation. Prior to incorporation under the Companies (Guernsey) Law, 1994, and the 
Companies (Alderney) Law, 1994 an application must be submitted to the Guernsey Financial Services 
Commission for consent to issue founder shares. The information is scrutinized and consent is given if 
the individuals involved and the activities to be undertaken are acceptable. Approximately 50 applications 
are refused annually and others are discouraged. Moreover, when the Commission queries the information 
provided, the proposed beneficial owners of a number of other companies decide not to proceed with 
incorporation. 

The details provided for consent to register are confidential to the Commission and the Law 
Officers of the Crown. Beneficial owners must disclose their names, addresses, occupations, dates of birth, 


’ Information on disclosure requirements in the scattered legislation of the Channel Islands is based on a report commissioned by 
the British Government: Home Department, Review of Financial Regulations in the Crown Dependencies, Cm. 4109, 4 Parts (Nov. 1998), 
("Edwards’ Report"). The Report was prepared by Andrew Edwards, a former top official at the UK Treasury. 
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places of residence and places of domicile. Upon registration, the information is publicly available. 

Guernsey does not offer shelf company :^ilities and tlierefore die requirement to disclose 
beneficial ownership cannot be avoided. 

Also noteworthy of mention is the problem of " nominee directors" encountered in Sark- - the so- 
called "Sark lark." The residents of Sark, population 575, sit as directors of approximately 15,000 
companies; 3 residents hold between 1,600 and 3,000 directorships each. ^ It is reported that the 
autliorities in Guernsey have agreed that the problem of nominee directors must be solved by means of new 
legislation with application throughout the Bailiwick, ^ Tlie legislation would not prohibit Sark residents 
from acting as directors but would allow the Commission to regulate them. 

Edwards’ Report 

Noting that the authorities in Jersey and Guernsey vet applications for new company registrations 
and require confidential disclosure of beneficial ownership, the Edwards’ Report, however, expressed a 
concern that they have not in the past required companies operating in the Islands but incorporated 
elsewhere to register. 

The Report submits several recommendations in diis reg^d; 

... the case in favour of vetting is, in my opinion, strong. Ibere is 
great scope for abuse of company vehicles to facilitate financial crime and 
money laundering. 

The case for requiring disclosure of beneficial ownership in confidence 

at registration (as In Jersey and Guernsey), and changes subsequently 

(not a universal requirement in either Island), is ... compelling. The 

authorities need to know who the principals behind the companies using 

their centres are. I hope that the Jersey and Guernsey authorities will 

modify thdr existing arrangements so as to require all companies to . - 

report changes in beneficial ownmhip.* 


Prepared by Kersi B. Shroff 
Senior Legal Specialist 
Western Law Division 
Law Library of Congress 
October 1999 


^ 15 International Enforcement Law Reporter (Jan. 1999), ia Nexis. 

’ The Lawyer, March 29, 1999, in News. 

* Supra note 1, Fan I, at xix (emphasis by author). A copy of Qiapier 10 of the Edwards’ Report dealing with Conspanies is 
attached. A copy of a recent analysis in the Financial TirrKS (OcL 21, 1999) of the repercussions from the Edwards' Report is also attached. 
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THE EDWARDS REPORT by Kieran Cooke ^ 

'pTn 

An eyebrow half-raised 


Local fears over the UK government’s review of financial services in the Channel 
Islands have largely been dispelled, but the report does highlight some concerns 


Guernsey was not pleased 
when the government in- 
London announced, in late 
1997, a wide ranging review 
of the regulation of the 
financial services industr>’ in 
the Channel Islands and the 
Isle of Man. Once again. 
Westminster was showing 
its contempt for local feel- 
ings and institutions. Local 
leaders say the move was 
made without any consulta- 
tion. 

"The whole business was 
handled clumsily." says 
Laurence Morgan, long-time 
president of the Advisory 
and Finance Commission, 
the senior body in the 
island's government. "There 
was a lack of thought behind 
the announcement. The con- 
stitutional and diplomatic 
proprieties were ignored. I 
think the new government 
wanted to be seen to get on' 
with things. It was all rather 
unfortunate.” 

In the event, the outcome 
of the review went a long 
way towards mollifjing the 
island’s injured feelings. 
Andrew Edwards, a former 
senior official at the Trea- 
sury. began his investigation 
in January last year and 
delivered his report in 
November. The result, in 
broad terms, gave the 
thumbs up for regulation in 
each of the Channel Islands 
and the Isle of Man. 

“I have no doubt that the 
islands are In the top divi- 
sion of offshore centres.” 
said Mr- Edwards. Critics had 
alleged there was too much 
secrecy, poor regulation and 
poor co-operation in offshore 
centres. 

“Such criticisms, if applied 
to the Crow'n Dependencies, 
would generally, in my opin- 
ion, be quite wide of the 
mark." reported Mr 
Edwards. “For the most part, 
the position in the islands is 
quite the opposite of what 
such criticisms would 
imply." 

Officials and financiers are 
understandably relieved that 


the investigation is now over 
id9t'6 'they can get on with 
business as usual. “We have 
nothing to hide.” says Peter 
Crook, a former Bank of 
England official who is direc- 
tor-general of Guernsey's 
Financial Services Commis- 
sion, the statutory body that 
oversees the financial indus- 
tr\'. “Our regulatory frame- 
work is at least equal to that 
in Europe. The Edwards 
report was a solid vote in 
favour of the way we do 
things. All along we knew 
the report would be posi- 
tive.” 

Yet not all that Mr 
Edwards found in the. off- 
shore garden was rosy. 
Beneath the polite, cautious 


up of roles is the only sensi- 
ble way to administer 
islands with relatively small 
populations. But there are 
those who feel the old ways 
are no longer suited to 
administering what have 
become wealthy, sophisti- 
cated entities. There are no 
party political groupings in 
the Channel Islands' parlia- 
ments. Instead, say the crit- 
ics, each island is run by a 
small, extremely conserva- 
tive group steeped in Victo- 
rian paternalism. 

The lack of separation of 
powers on Guernsey is now 
under the European spot- 
light. Richard McGonnell. a 
one-time Guernsey resident, 
had a planning application 


Some people have written about 
the lack of independence of 
the judiciary from the legislature 


language of the 208-page 
report a number of questions 
are posed about the way 
things are done in the 
islands. A recurrent theme is 
the issue of conflicts of inter- 
est and the- overlapping of 
powers in various areas. 

Mr Edwards - described as 
dour but diligent by one 
Guernsey banker - points 
out that the notion of sepa- 
ration of powers is largely 
absent in the Channel 
Islands. In both Guernsey 
and Jersey, the chief justices 
- known as bailiffs - serve 
as Speakers of the parlia- 
ments, first citizens, and as 
the islands' spokesmen. Mr 
Edwards said such matters 
were beyond the scope of his 
report, although he did note 
that people had written to 
him expressing concern 
about the lack of the inde- 
pendence of the judiciary 
from the legislature. 

Senior officials defend 
such practices either by 
quoting precedent or point- 
ing out that such a doubling 


appeal rejected by the 
island’s bailiff. The issue is 
now before the Court of 
Human Rights in Stras- 
bourg: Mr McGonnell argues 
that judgment in his case 
was not made by an indepen- 
dent and impartial tribunal 
as laid down by the Human 
Rights Convention. If he 
wins his case the old Guern- 
sey administrative ways 
could be in for a change. 

The Edwards report was 
critical of other areas -where 
it found too much of an over- 
lap of powers, particularly in 
regard to various regulatory' 
boards. Political figures are 
routinely appointed as chair- 
men of the boards. While Mr 
Edwards said he had not 
found evidence of problems 
caused by such practices, he 
felt politics should not 
intrude into regulatory 
areas. "The task of regula- 
tion is better performed by 
suitably qualified indepen- 
dent professional people 
than by politicians or gov- 
ernment officials with other 


axes to grind,” said the 
report. - 

Mr Edwards also drew 
attention to the dual role the 
Financial Services Commis- 
sions has in each offshore 
centre: the FSCs not only 
regulate the financial indus- 
try but also promote it. "Pro- 
motion in the sense of hard 
selling or marketing is 
clearly not a proper task for 
regulators," said Mr 
Edwards. "The same person 
cannot readily ‘promote' the 
island's facilities to potential 
newcomers one day and 
appear on the following day 
in the role of impartial licen- 
sor and regulator.” 

Mr Crook, of Guernsey’s 
FSC, answers by saying the 
island has always taken a 
very low key approach to 
any marketing activities. 
“Our policy is not to say 
Guernsey Is the greatest 
place in the world, but to say 
‘These are our standards, 
and if you can meet them 
then come and iiiii; cv us'." 

Among the other areas to 
which Mr Edwards raised a 
critical eyebrow were the 
need for more thorough 
rules on disclosure in a num- 
ber of fields, and a fuller lic- 
ensing and accountability 
regime in regard to trusts, 
There should be fuller-com- 
pany reporting- require- 
ments. The report also 
suggested the authorities 
should consider appointing 
an ombudsman to deal with 
customer disputes. 

The authorities in Guern- 
sey argue that many of the 
issues raised by the Edwards 
report were already under 
consideration. Guernsey, for 
instance, has recently moved 
to eliminate the abuse of 
“nominee” directors on the 
island of Sark, highlighted 
by Mr Edwards. 

There is little doubt the 
report has prodded the 
island’s administrators. 
Some proposed legislation 
that has lain on the shelves 
for years is now being 
actively pushed through. 
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10 COMPANIES 


10.1 Introduction 

10-1.1 The Crown Dependencies, like other 
offshore centres, have developed substantial 
businesses as international corapany 
registration and administration centres. 

10-1.2 As set out in the table at Box 10.1, 
about 90,000 companies are incorporated in 
the Islands. The Isle of Man has about 42,000 
locally incorporated companies; Jersey, about 
32,000; Guernsey, about 16,000. In all cases, 
the vast majority arc private companies. 

10.1.3 In comparison with other offehore 
centres, these figures are not especially latge. 
As set out in Box 2. 1 . Hong Kong has 477,000 
companies: the British Virgin Islands, 

302,000; Cayman, 41,000; and Gibraltar, 
25,000. 

10.1.4 These figure compare with about 1.1 
million companies on the UK's registers. 

10.1.5 As the Box 10.1 table indicates, there 
are many lurther companies that operate in or 
are administered from the Islands but are 
incorporated elsewhere. The precise 
numbers are not known. But in Guernsey it is 
believed chat the numbers could be of a 
similar magnitude to the numbers of 
incorporated companies. In the Isle of Man, 
tliere are believed to be many fewer non- 
locally-Lncorporated companies, possibly less 
than 3,000 (including 1,870 on the Island’s 
“F" Register). 

10.1.6 The company registrations business 
brings substantial fee earnings to the Islands, 
The company business as a whole brings 
significant amounts of local employment. 


10.1.7 The Islands’ company sectors have 
also been a source of concern to the Island 
authorities because of the potential they offer 
for concealment of disreputable puqjoses and 
bad publicity. The concern extends to 
companies administered on the Islands but 
incorporated elsewhere as well as to 
companies incorporated in the Islands. In this 
respect, too, tlie Islands are not unique. Other 
company registration centres, onshore as well 
as offshore, have encountered similar 
problems. 

10.2 Nature of the Islands’ company- 
sectors 

10.2. 1 The Islands* company sectotsS differ 
markedly from those of the onshore 
jurisdictions. Most companies registered or 
operating there are owned by non-resident 
individuals, Trusts or companies conducting 
business or holding assets outside the Islands. 
The Islands’ service providers offer clients 
company vehicles in much the same way that 
they might offer them life assurance products, 
mutual fund holdings or banking facilities. 
Conventional trading companies are a 
minority. 

10.2.2 Tlie companies owned by individuals 
overseas or by Trusts are mainly convenient 
vehicles for holding wealth of various kinds, 
such as real estate, works of art, yachts, share 
portfolios, business interests or other 
investments. 

10.2.3 Such companies often form part of a 
pyramid structure, with a Trust at the top 
owning a variety of separate companies 
which in turn may own trading companies. 
These structures may enable individuals to 
enjoy simultaneously the benefits of Trust and 
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company vehicles. The benefits are likely to 
include confidentiality and tax advantages, 
depending on the beneficiaries’ residence, 
domicile and local tax regimes, as well as 
limited liability. The company format also 
enables individuals or Trusts to segregate 
assets into separate, self-contained parcels 
and thus to give separate legal identity to 
individual parcels of wealth or business 
interests. Company vehicles also make Trust 
facilities more accessible to overseas residents 
not familiar with Trusts. 

10.2.4 For multinational or overseas 
companies, the Islands’ company vehicles 
may offer substantial advantages in tax savings 
and convenience. Such companies may find 
these vehicles advantageous for headquaners 
and treasury functions, international trading 
functions, collective investment funds, 
captive and life insurance business, pensions 
and share options business, and leasing 
business as v,'e!! as asset holding. 

10.2.5 Another important difference in the 
Islands compared with the large countries is 
that corporate service providers (CSPs), also 
known as company formation agents or 
company managers, play a much more 
important part in the company, sector, as also 
in the Trust sector. CSPs are responsible for 
most company formations. They also provide 
Director, management, administration and 
company secretary' services for many 
companies serviced from the Islands. 

Providers of such services include banks, 
lawyers and accountants as well as dedicated 
service providers. Some are branches of multi- 
national CSPs. A similar pattern is found in 
most other offshore centres. 

10.2.6 In the larger countries, such as the 
UK, there are many organisations providing 
similar sendees, including facilities for 
incorporating companies in any international 
centre of the client’s choice. But they are less 
prominent than in the Islands. 

10.3 Policy' objectives 

10, 3-1 The Islands have all set out to build up 
businesses as international company 


registration and administration centres. The 
Isle of Man has the largest business. Jersey and 
Guernsey have adopted a more selective 
approach. 

10-3-2 As discussed above, the presence of 
these businesses brings substantial benefits to 
the Islands in fee income and local 
employment, on which taxes are levied. The 
legal, registration, regulatorv' and tax systems 
have all been designed to promote such 
business. 

10-3-3 The Islands face strong competition 
for this business from other offshore centres. 

10.4 Company law 

10.4.1 Each of the Islands has its own 
company and tax legislation to support its 
company registration and administration 
businesses. The principal company legislation 
is listed at the end of the Island sections. 

Much of it is similar to UK Company 
legislation. But there are important 
differences, especially with regard to 
registration requirements and regulation. The 
tax legislation is quite different. 

10.5 Registration and regulation: UK 
model 

10.5. 1 In the UK. there are no restrictions on 
who may form or register a company. Neither 
is there any requirement to declare beneficial 
ownership where this differs from nominal 
ownership. Company registration and 
regulation systems are designed with the 
following objectives (among others) in mind: 

• to give companies a legal identity and, if 
they so choose, limited liability; 

• to make publicly available, for the 
benefit of potential customers and 
suppliers as well as shareholders, 
information about the company’s 
Directors and ownership, areas of 
activity and financial performance; 

• to ensure that Directors fulfil their 
duties to shareholders and that 
shareholders are properly informed and 
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consulted about what their company is 
doing and achieving; 

• to ensure that accounts are prej^red in 
prescribed formats conforming to EU 
Directives, audited by approved 
auditors, made avaUable to 
shareholders, and (in the case of limited 
companies) publicly filed; and 

• to enable the authorities to investigate 
and pursue trails in case of need. 

10-5-2 In the UK, the public disclosure 
requirements associated with these objectives 
follow and in certain respects go beyond the 
relevant EU Company Directives of 1978, 

1983 and 1984. Ah the information disclosed 
is made public at Companies House and has to 
be kept up to date in annual returns (more 
frequently in some areas). 

10.5-3 The UK and EU disclosure regimes go 
much funher than those of the US and 
Canada, where only companies listed in the 
Stock Exchanges iiavc lo file accounts. 

10.5.4 Fcr companies incorporated in the 
UK, the main elementsS that have to be 
disclosed (and updated) are: 

(a) the Company’s name, the address of its 
registered office and the nature of its 
business; 

(b) the Company’s Memorandum and 
.Articles of Association, including 
particulars of share capital and any 
subsequent changes: 

(c) the names and addresses of the 
Directors and Secretary of the company, 
including “Shadow” Directors (if any) 
who give instructions or directions to 
the Directors; 

the place where the register of the 
Company’s members and debenture 
holders may be inspected; 

in the case of limited companies, annual 
filing of audited accounts in a 
prescribed format (abbreviated for small 
companies); 


(f) an annual report by the Directors 
reviewing the development of the 
company’s business and its priacipal 

activities. 

10.5.5 For companies not incorporated in 
the CfiCbut doing business there, the 
requirements are similar. Utese “oversea” 
companies too appear on the public register 
of companies. Hie disclosure format 
requirements are, however. less prescriptive 
and there is no audit requirement (though 
companies incorporated in the Crown 
Dependencies but carrying on business in the 
UK are subject to an audit requirement). 

10.5.6 The UK’s disclosure regimes are 
rigorously enforced, with fines for non- 
compliance. The Department of Trade and 
Industry' is able, moreover, to appoint 
inspectors to investigate and report on a 
company’s membership. 

1 0.6 Registration and regulation: Island 
models 

10.6. 1 In the Islands as in the UK, the 
registration and regulation regimes are 
designed to give companies a legal identity 
and, if they so choose, limited ilabiiity, in 
return for providing certain information. But 
there are imponani differences, both 
between the Islands and between the Islands 
and the UK. 

10.6.2 The main differences^ are: 

• First, the authorities in Jersey and 
Guernsey vet applications for new 
company registrations. Tliey do this 
tlirough Control of Borrowing 
legislation w'hich provides relevant 
statutorv' powers. In Jersey, all 
applications for company formations 
requiring consents under this legislation 
have to be made by advocates or 
solicitors of the Royal Court or by 
accountants practising in Jersey. In 
Guernsey, similarly, all applications for 
company formations have to be made to 
the Royal Coun through Advocates, 
who are responsible for due diligence 


(d) 

Ce) 



investigations of the applicants. In the 
Isle of Man. on the other hand, as in the 
UK, registration is automatic provided 
that the necessary documentation and 
fees are provided. There is no longer a 
requirement to detail permitted acti\aties 
in Memorandums of Association. 

Second, the Jersey and Guernsey 
authorities require some confidential 
disclosures to the authorities at the time 
of incorporation as well as public 
disclosures. In particular, they require 
companies to identify who the beneficial 
owners are in cases where these differ 
from the nominal owners. Only exempt 
companies, however, (and international 
companies in Guernsey) are required to 
notih' any subsequent changes. The Isle 
of Man authorities do not require 
disclosure of beneficial ownership or 
other confidential disclosures, though 
the "Know your customer” principle in 
the anti-money-laundering Code will 
require those involved in forming 
companies to know for whom they are 
working. 

Tliird, there are no minimum capital 
requirements in Jersey or Guernsey for 
unregulated companies, either public or 
private. Tlie Isle of Man docs make suclt 
requirements. 

Founh, the Jersey and Guernsey 
authorities have not in the past required 
companies administered or operating 
in the Islands but incorporated 
elsewhere to register or to file any 
details. The Isle of Man authorities do 
require such companies to be registered 
on a separate register known as the F 
Register. Tliey are required to lodge 
basic details of Memorandum and 
.Mticles, the Directors and Company 
Secretary’, and the Company’s 
authorised local agent. The coverage of 
the F-Register is believed, how^ever, not 
to be comprehensive. 

Fifth, the Islands do not require private 
companies (which form the vast 


majority) to publish annual accounts or 
Annual Reports by the Directors. Jersey 
requires all companies to produce 
accounts. Public companies are 
required to have them audited and to 
file them publicly. Private companies 
need only have their accounts audited if 
the Articles so require or a majority of 
members so resolve. The Isle of Man 
requires public companies to produce 
and publish such accounts. Private 
companies must produce accounts if 
members so require but this 
requirement is not enforced. Guernsey 
law requires all companies to maintain 
accounts but here too there is no 
requirement to publish audited 
accounts or annual reports. 

• Sixth, the authorities in Jersey and the 
Isle of Man have powers to appoint 
inspectors to investigate companies but 
the Guernsey authorities do not. 

10.7 Vetting of registrations 

10.7.1 In my opinion, there is no absolute 
need to vet company registrations. The 
vetting process is bound to take some time. It 
reduces business for centres that practise it. 
Provided that the authorities are able 
subsequently to identify and de-register 
companies whose businesses are 
unacceptable and risk bringing the centre 
into disrepute, initial verting may not be 
strictly necessary. And regulated service 
providers may be able to take on some of the 
same functions. 

10.7.2 But the case in favour of vetting seems 
to me very' strong, It is imponant to know the 
owners, scale and purposes of companies, 
especially if they will not be required to file 
any information about their activities. In this 
as in other areas of regulation, there is much 
to be said for nipping potential problems 

in the bud. Stopping companies from 
registering in the first place seems easier and 
better than allowing them to register and then 
trv'ing to identif}' and de-register them 
subsequently. 
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10,7.3 The case for vetting is especiaUy 
compelling, perhaps, in centres which arc 
vulnerable to abuse by clients and to bad 
publicit}'. It has a further role to play in 
centres wiiere the pressures on resources 
limit the amount of new business that can be 
taken on, I would therefore support the 
approach that Jersey and Guernsey have 
adopted. I hope that the Isle of Man will 
consider it too. 

10. S Beneficial ownersliip 

10.8.1 Tlie requirement to di.srlo.se beneficial 
ownership at registration, and changes in 
beneficial ownership subsequently, where 
the beneficial o’^mership is different from the 
registered ownership, raises some analogous 
issues. 

10.8.2 In the larger countries, praaices vary. 
The French and German authorities reckon to 
collect and hold information about beneficial 
ownership of companies iitcorporaied within 
their jurisdictions. The UK authorities, as 
discussed above, do not require such 
disclosure but do make a requirement (which 
may in many cases amount to the same thing) 
that •‘shadow" Directors be included on the 
register alongside the actual Directors. The 
Isle of Man makes a similar requirement. 

10.8.3 So far as I am aware, disclosures of 
beneficial ownership are made in confidence 
to the authorities, and not published, in all the 
centres where they are a requirement. In 
gen^iral, this seems to me reasonable. Tnere 
mas' be ^'aIid commercial reasons wj^y 
companies should not be obliged to disclose 
their beneficial ownership publicly. 

lO.S.-i Tlie main reason for requiring 
confidential disclosure of beneficial 
ownership is that companies, in particular 
prii'ate companies, have come to befevourite 
vehicles for criminals and money launderers. 
Especially in the absence of regulation, 
company structures can be abused to conceal 
and disguise disreputable puq30ses as well as 
providing limited liability. More than ever 


before, therefore, the authorities need to 

know who really owns companies and directs 

them. 

10.8.5 Some additional considerations are: 

• First, the point of requiring companies 
to disclose shareholders and Directors is 
so that people who need to know may 
know who the person is (or people are) 
who own and run the company. If the 
shareholders and Directors are not the 
real principals, the real principals 
should be disclosed as well 

• Second, the disclosure requirement may 
deter the disreputable from applying for 
registration or incorporation in the first 
place. 

• Third, information about beneficial 
ownership is likely to be valuable in 
constructing databases of Island 
enterprises and the connections 
bem^een them and as a cross-check on 
the diligence of sendee providers. 

• Fourth, this information will be 
especially relevant should there ever be 
crintinal or money laundering trails to 
investigate. 

• Finally, although the unscrupulous may 
of course misrepresent or fail to declare 
the beneficial ownership, the offence of 
a felse declaration may be helpftil in 
enabling the authorities effectively to 
enforce the regulation and strike off the 
offending companies. 

1 0.8.6 The case against requiring disclosure 

of beneficial ownersliip is: 

• First, the requirement may reduce 
business, including reputable as well as 
disreputable business. But companies 
continue to be incorporated in Jersey 
and Guernsey in spite of the 
requirement for confidential declaration 
of beneficial ownership. 

• Second, the business lost may go to 
other centres where statidards are low'er 
and the pursuit of crime less effective. 
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There may be some trurii in this. But a 
key objective for worl<l<lass financial 
centres should be to deter disreputable 
business. Even if other business is lost in 
the process, the increase in good 
business is liiceiy in due time to offset 
such losses of business in the short 
term. 

• Third, as the Isle of Man authorities have 
represented to me, unscrupulous 
people are likely to misrepresent or 
(more likely) fail to declare the 
beneficial ownership even if there is a 
disclosure requirement. Asking them to 
declare it may only encourage them to 
multiply the layers of concealment. 
Tliere may be some truth in tliis, too. As 
discussed in the preceding paragraph, 
however, the offence of a false 
declaraiien may be an invaluable 
element in the prosecution of 
disreputable activity'. 

10.5.7 TJic arguments in favour of requiring 

confidential disclosure of beneficial 
ownership, as in Jersey and Guernsey, and 
also shadow directors, seem to me clearly to 
outweigh the arguments against. With the 
burgeoning of financial crime and money 
laundering through company vehicles, the 
combating of crime needs to a principal 

concern in company regulation. Company 
regulation and law enforcement need to work 
together to combat crime. 

10.8.8 In my opinion, therefore, Jersey and 
Guernsey are right to require confidential 
disclosure of beneficial ownership w'hen 
companies are formed. It is no less important 
that companies or their agents be obliged to 
report subsequent changes in beneficial 
ownership. \Xqthout this, the unscrupulous 
can easily avoid the disclosure requirement 
without any breach of regulaiion. 

10.8.9 I hope that the Isle of Man authorities, 
too, will be wiiiing to require such disclosure. 
They have proposed, rightly in my view, that 
corporate sen'ices providers should be 
required lo obtain and keep information on 


beneficial ownerslilp. In my opinion, this is 
much better than nothing but should 
preferably be supplemented, and enforced , 
by an obligation to disclose the information in 
confidence to the authorities. 

10.8.10 In this as in other areas, it would be 
far better if ail offshore centres pursued the 
same good practices. Chapter 17 discusses 
the prospects for developing such co- 
operation. But there are some areas, including 
regulation of companies, where the case for 
setting high standards stands in its own right 
and such standards are in the Islands' own 
best interests. 

10.8. 1 1 The larger British Caribbean 
Territories mostly now require company 
managers or agents to ensure that 
those who asked them to establish the 
company are reputable and that either they or 
those by whom they were instructed know 
the identity' of the beneficial owner. In my 
opinion, this rcquirenienc, too, is better than 
nothing. But there must be concerns about 
delegating due diligence responsibilities in 
this way. 

IC.8.12 In the UK, the requirement to 
disclose shadow' Directors may achieve some 
of the same effect as disclosure of beneficial 
ownership. I hope, however, that the UK 
authorities too. in their company law review, 
will be considering the case for adding a 
requirement for confidential disclosure of 
beneficial ownership. 

10.9 Compaaies operating on the 
Islands but incorporated elsewhere 

10,9.1 Neither the Jersey nor the Guernsey 
authorities have in the past required 
companies administered or otherwise 
operating in me Islands, but incorporated 
elsewhere, to register with the authorities at 
all unless the companies apply for tax-exempt 
status (in which case disclosure of beneficial 
ownership is required as well). As discussed 
earlier, there appear to be many’ such 
companies. 
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10.9.2 Although the Islands’ tax authorities 
may have some details of these companies, 
the company registration authorities have 
none and are generally unable, therefore, to 
assist the authorities in other countries who 
make enquiries about them. 

1 0.9.3 In the Isle of Man, such companies are 
required to file basic information on a 
separate “F” register. There is some chance, 
therefore, of pursuing trails through these 
companies in case of need. But the coverage 
is not comprehensive and the information 
required is very limited. It does not include 
beneficial ownership, nature of the business 
or country of incorporation (though the last 
of these will be apparent from other filed 
documents). There is, however, a 
requirement to register shadow directors and 
to file certain charges. 

10-9.4 The Island authorities now feel that 
They cannot afford to know nothing about 
companies in this category. In my opinion, 
they are right. In Jersey and Guernsey, 
companies administered from the Islands can 
readily avoid the vetting and registration 
processes by incorporating elsewhere. In the 
I.sle of Man, too, the far from comprehensive 
coverage of the “F” Register means that some 
companies administered from the Islands may 
be able to preserve total anonymity. 

10.9.5 The Jersey authorities did not feel able 
to estimate how many such companies 
operate on the Island. The Guernsey 
ailthorities, on the other hand, believe that 
there are probably more such companies than 
locally incorporated companies. This 
helpfully indicates the likely scale of the 
problem. In the Isle of Man, w'here 
incorporation is largely automatic and less 
disclosure is required, there are believed to be 
many fewer non-Iocally -incorporated 
companies (see Box 10.1). 

10-9-6 Solutions are still being considered. In 
my opinion, such companies should 
preferably be subject in all the Islands to 
registration and disclosure regimes similar to 


those for locally incorporated companies. The 
Alderney authorities have, I believe, already 
decided on this course. 

10.10 Disclosure of accounts and 
requirements for audit 

10.10.1 Tliere has long been a perception in 
the latter economies, especially in Europe, 
that companies which receive the benefits of 
a separate legal personality and limited 
liability should be expected, as a quid pro 
quo, to disclose financial information. 
Customers, suppliers, staff, shareholders, 
investors, lenders and public authorities 
doing (or planning to do) business with the 
company have been seen as having a 
legitimate interest in knowing what the 
nature, scale, assets base, earnings and 
financial circumstances of the company are. 
Publication has been seen as the best means 
of meeting such needs. 

10.10.2 TheEI.l decided in its Company Law 
Directives of 1979, 19S3 and 1984 to set 
contmon requirements tliroughout the EU 
countries for the public filing of audited 
accounts in a prescribed form and for the use 
of suitably qualified auditors. The idea w^as 
that company accounts should mean the 
same, and be professionally audited, 
regardless of where in the EU they are 
produced. 

10.10-3 TlieUK’s 1985 and 1989 Companies 
Acts gave effect to these Directives in the UK, 
Tlte Acts apply to all audited companies. 

Small companies, with a turnover of less than 
£2.8 million, gross assets of less than £1 .4 
million and less than 50 employees, or any 
rw'O of these, are allowed to file accounts in 
an abbreviated form. Companies with annual 
turnover of less ihan£350,000 are exempted 
from the audit requirement. 

10.10.4 In the Crowm Dependencies, as in 
other offshore centres, the requirements to 
disclose financial information are very limited. 
In Jersey and the Isle of Man, as explained 
above, only public companies (a small 
minority) and other regulated institutions are 
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required to file accounts, in Guemsc}', no 
companies other than regulated institutions 
arc required to do so. Many people wishing to 
set up private company vehicles are attracted 
by the lighter disclosure requirements, which 
enable them to keep their affairs more 
confidential as well as reducing workload. 
Offshore centres are generally reluctant to 
impose such requirements for fear of losing 
business. 

10.10.5 The requirements on 

audited accounts (as against filing them) vary 
between the Islands: 

• In Jersey, ail companies are required to 
produce accounts and public 
companies are required to have them 
audited (as are bankrupt persons and 
companies^ For private companies, an 
audit is required unless a majority of 
members of the company decide against 
it. 

• In Guem.5ey, companies are obliged to 
keep audited accounts unless they are 
dormant or asset holding companies 
whose shareholders have unanimously 
elected for unaudited status. 

• In Alderney, a company can be 
unaudited if the articles do not require 
audit and ail the members agree in 
writing that audit is not required. 

• In the Isle of Man, ail companies are 
required to keep audited accounts 
unless they have a very low turnover. 

10. 10.6 For the most part, requirements to 
keep accounts are not enforced. 

10.10.7 In my opinion there is a 
presumption, in this as in other areas, in 
favour of conforming to EU standards in the 
Islands. On this basis, all iimited companies 
would be required both to keep audited 
accounts and to file them, publicly, with much 
abbreviated requirements for small 
companies. From a regulators' standpoint, that 
seems to .me the best solution. 


10.10.8 It is arguable, however, that the EU 
countries and now ilte EU itself have devised 
these requirements with trading companies 
rather than private asset holding companies 
principally in mind. As discussed above, the 
majority of companies in the Islands are 
pri^^te asset-holding companies. There may 
therefore be a case for a somewhat different 
regime for such companies. 

10. 10-9 In my opinion, the same quid pro 
quo considerations which point to disclosure 
requirements for trading companies do also 
apply in some degree to asset holding 
companies as well. 

10. 10. 10 If .society permits persons involved 
in an acthiry, including holding and use of 
assets, to protect the activity (or the assets) by 
means of a separate legal personality with 
limited liability, so that the rest of their assets 
would not be available to creditors or suitors in 
the €%’ent of Insolvency or other forms of 
liability, it is arguable at least that socict)’ 
should liave access to basic infonnation about 
who the persons are, what the assets are and 
what the associated liabilities might be. 
Without a modicum of financial information, 

in particular, the nature, scale and significance 
of the company will remain opaque. 

10. 10. 11 A further consideration is that a.ssct- 
holding company veliiclcs are as open co 
abuse as other company vehicles, Tlie less 
information is available about them, the 
greater the risks of abuse must be. The 
authorities in an international finance centre 
should not lightly, therefore, in my opinion, 
offer legal personas and Umiied liability 
facilities for the convenience of non-residents 
Wishing to hold and protect assets in this way 
w'ithout requiring access in return to some 
basic information about the nature and scale 
of the activity. Without such uiformation, 
there is a risk that disreputable activity will 
remain concealed. It will likewise be difficult 
to pursue money-laundering trails. 

10.10.12 If the authorities feel that regimes of 
full and public financial disclosure on EU lines 
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would be too great a step to take at tiiis stage, 
without similar action by other centres, 
offshore and onshore, there arc intermediate 
options that could be considered: 

• First, private, non-rrading, asset-holding 
companies could be required to submit 
information to the authorities in 
confidence, either automatically or on 
request, rather than make public 
disclosures. 

• Second, small companies generally, 
including all non-trading asset-holding 
private companies, might be permitted 
to file much abbreviated accounts, 
perhaps limited to a single page, when 
they are subject to a filing requirement. 

10.10.13 It may be argued that the 
requirement to keep audited accounts is at 
least as important as the requirement to file 
them publicly. I have some sympathy with 
this, However, a requirement xo submit 
accounts, cvena sSingle-pagc summary, is 
much the best way tc enforce the 
requirement to keep audited accounts. 

10.11 Reg^ulatory priorities 

i 0. 1 1 . i The Island authorities are concerned 
to take all reasonable steps to minimise the 
scope for abuse of the facilities they offer for 
companies to be incorporated in the Islands 
and/or to carry on business there. 

10.11.2 They are also concerned, 
understandably so, not to introduce regimes 
tbit would drastically reduce their companies 
business and hence the earnings from their 
Finance Centres. Tlie practitioners in the 
Islands argue chat many clients of high repute 
have deep concerns about privacy even 
though they have nothing to hide and that 
requirements for comprehensive public 
disclosure would lead to the loss of much 
good business as well as bad. 

10.11.3 In my opinion, such fears maybe 
exaggerated. There is no obvious reason, for 
example, why an EU-sryie disclosure regime 
should dcicr any legitimate corj>oratc sector 


business. But there is little doubt that 
increased disclosure requirements will lead to 
some diversion of business. 

10- 1 1 .4 With these considerations in mind, 
the authorities in each Island have given 
priority to developing new policies for the 
licensing and regulation of company service 
provida^s. As mentioned earlier, these service 
providers play a key role in the Islands’ 
companies business. In my opinion, 
therefore, the Island authorities have been 
right to give priority to this area. Chapter 1 3 
discusses the regulation of company and 
Trust services providers. 

10 . 11.5 Important as the regulation of service 
providers is, it wUI not in my opinion be 
sufficient in itself. If the Islands’ company 
sectors are to be well-regulated, the 
authorities w'Ul abo need to introduce or to 
continue, as the case may be, the good 
practices discussed above on 

• vetting, 

• confidential disclosure of beneficial 
ownership, including changes, and 

• registration of companies operating or 
administered locally but incorporated 
elsewhere. 

10 . 11.6 Tlie authorities ought also, in my 
opinion, to have powers to investigate 
companies in case, of need. As discussed 
above, the Guernsey authorities do not at 
present ha\'e such powers. 

10 . 11.7 The requirements for audited 
accounts and public filing of fmancial 
information (abbreviated for most 
companies) are likewise, in my opinion, 
significant elements in good practice even 
though the United States and Canada confine 
such requirements to listed companies. 

Ideally they w'ould be introduced as part of a 
common initiative by finance centres 
generally, and in particular by offshore 
centres. 
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1 0. 1 1 ,8 In the meantime, there are les^r 
measures, as discussed in the previous 
section, wliich would be valuable, not least in 
relation to combating potential abuse of 
company vehicles. I hope that the Island 
audiorities will consider these. 

10.12 Companies by tstx status 

10.12.1 In contrast with most of the larger 
countries, but in common with other offshore 
or quasi -offshore centres, the islands offer 
various options for special company tax 
regimes desi.gned to attract international 
business and the related fees. Companies can 
therefore be analysed by tax status as well as 
by regulatory status. As the Box 10.1 table 
Indicates, more than half the companies in 
each of the islands are tax exempt or have 
other forms of non-resident or special tax 
status. 

10.1 2.2 Although lenninology and details 
vnry between the Islands, there ate three 
main tax categories of company in each of 
them, one designed for local businesses and 
asset holders, one for non-resident asset 
holders and one for non-residenc-owncd 
international business: 

• Resilient income tax companies. 
Companies in this category include 
most local businesses. They pay tax at 
20 per cent on their profits. Except in 
Guernsey (w^here there arc different 
arrangements), dividends and interest, 
apan from deposit interest, are subject 
to a withliolding tax of 20 per cent, 
w'hich is credited against income tax 
iiabiiit)'. 

• Exempt or Tax exempt companies. 
These are primarily designed for use as 
investment vehicles. Holding companies 
w'itliin corporate groups, trading 
entities and asset holding companies 
like to use this format, as do captive 
insurance and collective investment 
scheme companies. Wealthy individuals 
overseas (or the Trusts they have 
established) may hold assets of any kind 
in these vehicles, including physical 


assets, investment portfolios, business 
interests or intellecniai property rights. 
Familiar in other offshore centres, too, 
they account for the majority of Island 
companies. TItey ma)' be registered 
either in the Islands or overseas but 
must be beneficially owned by non- 
residents. If they are registered 
overseas, a significant element of 
management or control in the Islands is 
required (the details varying from Island 
to Island). Board meetings may be held 
in the Islands. These companies pay a 
flat-rate annual fee of between£.300 and 
jcAOO (£2,000 for insurance companies 
in the Isle of Man). In return for this, 
they are exempted from income and 
withholding taxes (except on any local 
non-interest income). There are no 
capital gains or inheritance taxes on the 
Islands. 

• Inlernalional or International 

Business Companies (IBCs). Tltese are 
special vehicles, familiar in all offshore 
centres, designed to help international 
or overseas companies to minimise their 
w'orld-wide tax burden. Less numerous 
than tax-exempt vehicles, they are 
typically used by international groups 
for purposes such as head office and - - 
treasury functions or by insurance 
companies. Like exempt companies, 
IBCs may be registered either in the 
Islands or overseas but must be 
beneficially owmed by non-residents and 
engage only in overseas business. They 
negotiate with the Island authorities a 
rate of tax, usually between 0 and 2 per 
cent but sometimes substantially higher, 
which will minimise their parent 
company’s world-w'ide tax burden. 

10.12.3 In addition to these main types of 
company, Jersey and the Isle of Man have 
some special categories. 

10.12.4 Jersey and Guem.sey both have a 
special category' of foreign registered 
investment companies. Although 
administered locally, these companies pay no 
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taxes or fees provided (in Jersey but not 
Guernsey) that at least one Director is a local 
resident, In contrast with foreign registered 
exempt companies, they are not required to 
disclose their beneficial ownership to the 
Jersey or Guernsey Tax or Company 
authorities, though the professionals seeking 
this concessionary treatment are expected to 
satisfy themselves that they know the 
beneficial owners. The Isle of Man does not 
have such a categocy'- 

lO. 12-5 in my opinion, there are risks in 
hosting business about which the authorities 
have no knowledge. Regulation and 
disclosure requirements w'ould better be 
applied to these companies in the same way 
as to others. 

10.12.6 Tlae Isle ofMan hasa special categor>' 
of locally incorporated non-resident 
companies. Tliese companies are 
incorporated in the Island and have therefore 
to submit some basic information at the time 
of registration. But provided that all their 
business is controlled and conducted outside 
the Island (and that all their income, other 
than approved interest, arises outside the 
Island), they are able to qualify as non- 
resident for tax purpo,ses. This means that ' 
they have no liability to tax in the Island 
beyond the flat-race non-resident company 
duty of £750 a year, though the Island tax 
authorities may challenge the non-resident 
designation. 

10. 12.7 Tliis fomi of company vehicle seems 
to me to have three troublesome features; 

• First, these companies are able to use 
the Island’s name and incorporation 
facilities even though the information 
the authorities have about them is 
limited- As with other Isle of Maxi 
companies, there is no vetting and no 
requirement to disclose beneficial 
ownership- Other information, too, is 
limited. Under the authorities’ proposals 
discussed in Chapter 1 3, however, 
corporate scivices providers 


administermg the companies will be 
expected to know their customers. 

• Second, and conversely, the owners of 
such companies are able in practice to 
keep secret their own identities and the 
acti\ities and finances of the companies. 
That said, the Island’s Companies Act 
1931 requires that the registered 
addresses of the companies and the 
names of the Directors, shadow 
Directors and Company Secretaries be 
publicly filed, and the Island authorities 
have powers under which they are able 
to investigate such companies if 
required. 

• Third, the combination of secrecy and 
non-residence for tax purposes makes 
such companies attractive vehicles for 
evasion of taxes in other jurisdictions. 
Some administrators of such companies 
are known to engage Directors in Sark 
or other tax-free locations so as create 
the fiction tiiat the companies are 
controlled in such locations and hence 
resident there for tax purpo.scs. With 
the help of such Directors, who in many 
cases appear to have no knowledge of 
the company's activities, owners of the 
companies may be able to escape tax 
altogether as well as masking other 
activities. Chapter 11 discus.ses the 
problem from the point of view of those 
who sen^e as 'nominee” Directors. 

10.12.8 The Isle ofMan authorities are 
reviewing the future of these locally 
incorporated non-resident companies as part 
of an on-going initiative to update company 
regulation. Several of those whom I consulted 
on the Island thought that this category' of 
company should be abolished, I agree with 
them. If companies cannot qualify as normal 
tax paying companies, tax-exempt companies 
or international business companies, they 
should preferably not be incorporated at ail. 

10.13 “Harmful tax competition” 

10-13-1 In recent international di.scussions, 
the larger industrial countries in the Group of 
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7 and the OECD have raised the question 
whether offering preferential company tax 
vehicles along the lines described in the 
previous section to non-residents constitutes 
harmful tax competition. 

10.13.2 The larger countries tend to see such 
vehicles as diverting business from their own 
countries and facilitating tax avoidance. 

Other countries, however, including offshore 
centres, have argued that the issues are by no 
means straightfoiw'ard. For offshore centres 
in particular, these vehicles are an 
important source of earnings. Individual 
centres compete with each other for the 
business. 

10.13-3 Tliese issues lie beyond the scope of 
the present report. In my opinion, they 
will have to be discussed and resolved at an 
international level. The Islands have made 
clear that they wLsli to j^iay a full and 
constructive pun. in global discuSsSions. 

10.14 Bearer shares 

10.14.1 The Islands vaiy in their approach to 
bearer shares. Jersey and Guernsey do not 
permit them for locally incorporated 
companies but companies registered 
elsewhere may have them. 

10.14.2 In the UK and the Isle of Man, 
companies are permitted to issue share 
warrants which resemble bearer shares. Tlie 
bearer of the warrant is entitled to the share 
specified in it and title passes by delivery of 
the warrant. In practice, however, bearer 
securities have never been popular with 
English or Isle of Man investors or companies 
and are mainly issued for bonds rather than 
shares. 

10.14.3 In my opinion, there is a 
presumption against permitting bearer shares. 
Such instruments enable the unscrupulous to 
conceal their ownership of companies 
without offering any significant compensating 
advantages- 


10.15 Insolvency and bankruptcy: 
existing regimes 

10.15.1 The remaining sections of this 
cliapter draw heavily on a review of the 
bankruptcy and insolvency regimes in the 
Islands commissioned by the Home Office at 
my request from Mr Guy Sears. I am most 
grateful to Mr Sears. 

10.15.2 .•yi the Islands have well-established 
regimes for dealing with bankruptcies and 
corporate insolvencies. As in other 
jurisdictions, these regimes take the 
distribution of assets out of the debtor’s 
hands; 

• Jersey has a unified modern procedure, 
known as desastre, for persons and 
companies, and separate modern 
procedures for winding up companies. 

• Guernsey has old Laws dealing with 
bankruptcy of individuals and 
insolvency of partncrshijis and a more 
modem law, dating from 1994, on 
company insolvencies, based on the 
UK’s Insolvency Act 1986. There are 
also common law procedures for 
vesting the debtor’s real property in the 
creditors (saisie) and distributing his 
personal property among them 
(desastre). 

• Tlie Isle of Man has old legislation, 
based on still older UK legislation, on 
bankruptcy and corporate insolvency. A 
working party in 1994 recommended 
new legislation incorporating a range of 
reforms. The authorities hope to bring 
forward an Insolvency Bill in the next 
session of the Island’s Parliament. 

10.16 Insolvency'^ and bankruptcy: main 
issues 

10-16.1 Mr Sears has made rv'o main 
proposals for improving the Islands’ 
bankruptcy and insolvency regimes; 

(a) Rescue procedures 

10-16.2 With some limited exceptions in 
Jersey and for Protected Cell Companies in 
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Guernsey, none of the Islands has modem 
procedures for enabling businesses to be 
rescued, in appropriate cases, rather than 
made insolvent. There are no procedures 
comparable to administration in England. 

10.16.3 Mr Sears has suggested that the 
authorities in all the Islands would do well to 
bring in a new procedure allowing companies 
to obtain a moratorium on action by creditors 
for (say) 28 days. Within that period rescue 
proposals could be made which if approved 
by a requisite majority of creditors could bind 
the creditors as a whole. 

10.16.4 Tlie UK authorities have consulted 
about such a proposal but have not yet 
resolved how to implement it alongside 
floating charges and administrative receivers. 

10. 16.5 The Isle of Man authorities propose 
to include a rescue procedure on these lines 
in their forthcoming legislation on 
Insolvency, in accordance with the 
recommendations of a Working Pany wlijch 
reported in 1994. As in the UK, the authorities 
will have to decide how to deal with floating 
charges. 

10.36.6 The Jersey authorities, too, have 
plans to introduce a rescue procedtire. The 
authorities have produced draft proposals for 
consultation. For both Jersey and Guernsey, 
introduction of the procedure would be 
relatively straight forward. As discussed in 
Chapter?, the Guernsey authorities would 
have found such procedures invaluable in the 
Barihgs Bank collapse of 1994. 

Oj) Official Receiver or equivalent 

10.16.7 The public interest sometimes 
requires that companies be put out of 
business even though no private sector 
person is willing to take the initiative in 
tnaking it happen, nie requirement may arise 
because the companies are insolvent or for 
other reasons. 

10-16.8 In all jurisdictions, therefore, suitably 
oonstituted public bodies are needed with 


responsibilities, powers and means to 
investigate any such companies and petition 
the Courts to wind them up in the public 
interest. 

10.16.9 Also needed are implementing 
bodies which will carry' tltrough the practical 
business of the insolvency in the public 
interest where the situation so demands (for 
example, where no assets are available to 
finance private liquidators), 

10.16.10 Without bodies of both kinds, or 
bodies which combine both functions, there 
is a risk that no one will wish, or no one will 
have the locus or the money, to wind the 
companies up, disqualify Directors or return 
assets to creditors. The bodies need to have 
means as well as powers, including access to 
public funds. 

10.16.11 In Jersey, the Viscount’s office 
includes among its responsibilities the 
implementing hinction described. The 
Viscount has the powers and means to 
discharge this function, 

10.16.12 Guernsey does not have a 
corresponding body but the authorities are 
considering the case for introducing one. In 
the meantime, the Advisory and Finance 
Committee of the Island's Parliament can 
petition for the winding up of a company to 
protect the public or the Island’s 
reputation. 

10.16.13 The Isle of Man likewise does not at 
present have such a body but the authorities 
have proposals to introduce an Official 
Receiver. Meanwhile, the Courts can appoint 
Official Receivers for individual cases and the 
FSC regularly petitions the Courts to wind up 
companies in the public interest. 

10.16.14 Tlie public body concerned should 
preferably have responsibility for two related 
matters, both identified by Mr Sears; 

• Ascertaining access to assets held in ' 
Trust. The body should be responsible 
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(as the Viscount in Jersey already is) for 
asking the Courts in appropriate cases 
to direct how Trust assets (not normally 
available to creditors) should be applied 
as well as for dealing with distribution 
of the other assets. HM Procureur in 
Guernsey has similar powers. 

• Licensing and supervision of 
msolvency practilioners. Self-regulation 
for insolvency practitioners seems to me 
a less good alternative in jurisdictions 
such as the Islands where practitioners 
tend to come from different 
backgrounds. In Jersey the Finance and 
Economics Committee has already 
prescribed what quaiifcations 
liquidators must have. 

10.16. 15 TheFSCs, too, should have powers, 
as in the Isle of Man. to ask the Couns to wind 
up any company, whether licensed or not, 
cany'ing on an activity for which a licence is 
needed. Anyone w^ho brings an insolvency 
application against licensed firms (or firms 
which ought to be licensed) should also be 
obliged to inform the FSCs. This is already the 
case in Guernsey. 

10.16.16 In my opinion, the authorities in 
Guernsey and the Isle of Man will be well- 
advised to include the full range of powers 
described above in the proposals tlicy have 
for updating their insolvency' regimes and 
legislation. 

10.17 Insolvency' and bankruptcy: 
other issues 

10.17. 1 Some other Issues examined by Mr 
Sears were: 

• Universality and non-discrimination. 

In ah the Islands, Insolvency orders 
apply to all assets wherever located. 
Tbere is likewise no discrimination 
bctw'een domestic and overseas 
creditors. 

• Set-off. The Islands have differing but 
reasonable provisions for setting off 
mutual debts and credits. 


« Discharge period. Guernsey law does 

not provide for a faxed discharge period 
for people declared bankrupt. A period 
of betw'een 2 and 4 years would be 
normal 

• Partnerships. The procedures for 
insolvency of partnerships in Guernsey 
are based on the UK’s Partnerships Act 
1890. Partnerships should arguably be 
created for this purpose like 
companies. 

• Transactions prior to bankruptcy' or 
corporate insolvency'. Tlie Isle of Man 
and Guernsey provisions for setting 
aside such transactions may need 10 be 
updated. 

• Overseas companies. Tlie Jersey and 
Isle of Man authorities, like the UK, have 
powers to wind up overseas companies. 
In Guernsey, the FSC can wdnd up 
overseas banks and insurance 
companies but not overseas Lnvcsinieiu 
or other companies. 

• Licensing of insolvency practitioners. 
The requirements van,' between the 
Islands. As discussed above, licensing by 
the office of the Official Receiver or 
equivalent has much to commend ft. “ 

• Redress against liquidators and others. 
In all the Islands, the Couns can remove 
from office the corporate liquidator, the 
trustee in baiikruptcy or other office 
holders. Aggrieved persons can sue ■ 
them for breach of duty or 
misapplication of assets. The Couns 
should preferably be given powers, too. 
where they do not have them already, to 
investigate the actions of liquidators and 
other office holders and oblige them on 
a sunimar)' basis to pay or account. 

• Disqualification of Directors. Directors 
can be called to account or disqualified 
in all the Islands. As discussed in 
Chapter 11, however, there is some 
question, at least, \viiether tiiese powers 
have been sufficiciiily used. 
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« Jnformationfrom debtors. The Islands 
appear to liave provisions requiring 
debtors and otiter relevant persons to 
give information to the Court. 

« Wrongful trading. The Isle of Man docs 
not at present have wrongful trading 
provisions, except in relation to 
rraiidulent Directors and others, bitt 
proposes lo introduce them in the 
forthcoming Bill. 

• Shadow Directors. Shadow Directors, 
from whom the Directors take 
instructions, should be held liable along 
with the Directors for wrongful trading. 
This appears to be the case in all the 
Islands. 

• Provisional liqiddaiors. Tliese can be 
appointed in Guernsey and the Isle of 
Man to prevent dissipation of assets. In 
all the Islands, Mareva-snie injunctions 
can be issued. 


« Mutual recognition oj insolvenc)> 
orders. In Jersey and Guernsey the 
judicial authorities have statutory 
obligations to recognise msoivency 
orders and office holders in the UK and 
in other named jurisdictions w^herc 
riicre arc arrangements for mutual 
recognition. In the Isle of Man, such 
recognition is at present limited to 
bankruptcy cases. Tlie forthcoming 
legislation will provide an opportunity 
to correct this. Tne common law in all 
the Islands allows for recognition of 
orders from other jurisdictions on the 
usual grounds of comiiy . 

10.17.2 The Island authorities may wish to 
consider this checklist of points, as well as the 
major issues cu moratoriums and olficiai 
receivers discussed earlier, wiien updating 
their insolvency and bankruptcy' regimes. 
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99-7799 


LAW LIBRARY OF CONGRESS 

HONG KONG 


The requester has asked for information on laws that make divulging the ownership of a 
corporation illegal in Hong Kong. 

From an examination of the relevant laws and materials relating to corporations in Hong Kong, 
it appears that there are no such prohibitions. Intact, under the Companies Act of Hong Kong, a company 
must keep a register of members. The register must contain particulars such as members’ names and 
addresses, their occupations or descriptions, and in the case of a company having share capital a statement 
of the shares held by each member and the amount paid or agreed to be considered a.s paid on the shares 
of each member. The register must also contain the date on which each person was entered in the register 
as a member, and the date on which a person ceased to be a member,' 

When a company converts any of its shares into stock, the register must show the amount of stock 
held by each member. The register is to be kqjt at the registered office of the company by any method, 
mechanical or electrical or otherwise, but it must be available for public inspection in a legible form.'* 


Prepared by Mya Saw Shin 
Senior Legal Specialist 
Eastern Law Division 
Law Library of Congress 
October 1999 


' §95, Compatvies Act, oh- 32of the LawsofHoogKfing, (Hong Kong, Government Printer, 1998). 

’ U. 
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99-7799 


LAW LIBRARY OF CONGRESS 

THE NETHERLANDS ANTILLES 


From a survey of the Corporate Law of the Netherlands Antilles* it appears that 
there is no prohibition on the disclosure of the ownership of a corporation. 


Prepared by Karl Wennick 
Senior Legal Specialist 
Western Law Division 
Directorate of Legal Research 
Law Library of Congress 
October 1999 


Royal Decree of March 13, 1935, Publicatisblad [Official Gazette of the Nefheriands Antilles] 52. as amcr.ded. 
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99-7799 


LAW LIBRARY OF CONGRESS 
PANAMA 
Corporations 


Neither the Corporation Law* nor the Conunercial Code* was found to contain any provisions 
making it illegal to divulge the ownership of a corporation. 

Decree No. 468 of 1994 requires that lawyers or law firms acting as resident agents of 
Panamanian corporations must have enough information to identify their clients before the competent 
authorities when needed.* This information shall be given only upon request from an official of tire Office 
of the Attorney General or of the Judicial Branch with jurisdiction to take cognizance of crimes of drag 
traiiic and money laundering by reasons of processes already initiated in the Republic of Panama or under 
the auspices of treaties on legal mutual assistance.”* 

The above provisions provide some level of control, but they may be circumvented through the 
use of bearer shares. 

Under the Corporation Law, corporations have the authority to create and issue one or more 
classes of shares.* The Law permits the issuance of bearer shares, and the sole requirement is that they 
be fully paid.* Therefore, it is possible to have bearer and nominative shares and also to specify in the 
articles of incorporation that only bearer shares will be used. If this last choice were the case, there would 
be no official record to disclose the identity of the shareholder. No information pertaining to the identity 
of the shareholders needs be filed at the Public Registry. 

Tpijts 


Trusts are governed by the Trust Law of 1984.' A very strict confidentiality provision is found 
in this Law. It states as follows: 

Article 37. The trustee and his lepresenlalives or employees, the 
Government institutions authorized by law to inspect or obtain documents 


‘ Ley No. 32 de Febrero 26, 1927 Sobre Sociedades Anoiumas: OaCETa Oficial [G.O.], March 16, 1927. 

* Cddigo de Comercio (Editorial Mizrafdii & PujeJ), as amended, originally published in G.O., Sept. 7, 1916. 
’ Decreto Ejecutivo No. 468, Septiembre 19, 1994 (G.O. Sept. 26, 1994), art. 1. 

* Id art. 2. 

^ Supra note 1, arts. 2, ^ 5, and 20. 

* Id. art. 28. 

’ Ley Ho. L de Enero 5. 1984, Ley del Fideicoiniso iG.O. Jan. 10, 1984). 
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relating to trust transactions and their respective officials, as well as 
persons taking part in said transactions by reason of their profession or 
trade, must keep secrecy in connection therewith and comply with the 
legal provisions thereon in force in the Republic of Panama, 

The violation of this provision shall be penalized with mternment or 
imprisonment of up to six (6) months and a fine of up to fifty tlsousand 
balboas (B/ 50,000.00). 

The provisions of this article are without prejudice to the information that 
must be disclosed to the official authorities and to the inspections which 
such authorities must make in the manner established by Law.® 

The Trust Law of 1984 is implemented by Executive Decree No. 16 of 1984,® as amended by 
Executive Decree No. 53 of 1995.'“ Chapter IV, entitled "'Ihe Trust Secrecy," has four provisions which 
read as follows: 


Article 19. The obligation to keep the trust secrecy continues even if the 
trust, the professional or labor relationship has terminated or the trust 
licence has been canceled." 

Article 20. The information procured by the Commission [the National 
Banking Commission] and other Government organizations authorized by 
Law to carry out inspections or procure documents regarding trust 
operations, and their respective officials, can not be disclosed to any 
person or authority; except if demanded by judicial order." 

Article 21. Information shall be furnished only upon request by judicial 
authorities, when the corresponding order to produce documents [action 
exhibitoria] has been issued in proceedings filii within the territory of the 
Republic. Judicial officials must maintain in strict secrecy the 
information obtained by them, when it is not conducive to resolve the 
pertinent litigation; and shall not comply with any request for the 
withdrawal of documents." 

Article 22. Every person who furnishes information in violation of the 
trust secrecy, as it is regulated by Article 37 of Law 1 of 1984 and the 
provisions of these Regulations, shall be punished with confinement or 


* Id., art. 37, as translated by Inu^ziiatioDal Tiusl Laws amJ Analysis (Watreo, Goftiam & Lainoni, Boston), 1995. 
’ Decreto Ejccutivo No. 16, dc Octjbre 3, 1984 (G.O. Oct. 18, 1984). 

“ Deoreto Ejecu:ivo No. 53, de Dkieirfirc 30, 1985 (G.O. I^. 31, 1985). 

“ Supra ncitc9, art, 19. 

Id. ait. 20. 


Id., art, 21, 
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imprisonment of up to six (6) months and a fine of up to FIFTY 
THOUSAND BALBOAS (B/.SO, 000.00)/'* 


Prepared by Norma C. Gutierrez 
Senior Legal Specialist 
Law Library of Congress 
Legal Research Directorate 
October 1999 


Id. art. 22. 
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1999-7799 


LAW LIBRARY OF CONGRESS 


SINGAPORE 

Information has been requested as to whether Singapore has legislation in force that would make 
divulging the ownership of a corporation illegal. 

An e.xamination of available materials on Singapore company law, as well as of the text of the 
Companies Act of Singapore,' makes it clear that prohibitions on the disclosure of ownership of a 
corporation do not exist in Singapore. 

In fact, the law requires that a company keep a register of its shareholders, which must include 
the names and addresses of its members, a statement of the shares held by each member, the date of each 
entry in the register, the date at which anyone ceased to be a member during the previous seven years, 
the date of every allotment of shares to members, and the number of shares comprised in each allotment, 
according to section 190.^ 

The aforesaid register of members, and index, if any, must normally be kept at the registered office 
of the company, with some exceptions. The register and index must be open for inspection by any member 
without charge, and to any other person on payment for each inspection of S$1 or any lesser sum as the 
company may require.^ 

Any member or any other person may also ask the company for a copy of the register, or any part 
thereof, but only so far as it relates to names, addresses, number of shares held, and amounts paid on 
shares. This information will be sent to the requestor on payment of a nominal charge.* 


Prepared by Mya Saw Shin 
Eastern Law Division 
Law Library of Congress 
October 1999 


‘ The Companies Act, ch. 50 of the Laws of Singapore, in Commercial Laws of the World.- Singapore (Ormond Beach, 
Florida, Foreign Tax Law, In;., 1999). 

= Id. at 130-I3I. 

’ §191. id. at 131. 


§192, id. 
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99-7799 


LAW LIBRARY OF CONGRESS 
SWITZERLAND 


Switzerland does not have specific statutory provisions that would make it illegal to disclose 
ownership of a corporation. However, Switzerland protects business secrets in article 162 of its Criininai 
Code,' and it is conceivable that this provision could be used as a defense by a person asked to disclose 
owners of a corporation. Article 162 translates as follows; 

Whoever divulges a production or business secret that be should have kept on the basis of a 

statutory or contractual obligation; 

whoever exploits the divulgement for himself or another; 

shall upon request [of the victim] be punished with imprisonment or a fine. 

The courts have interpreted this provision rather broadly by defining secret as a fact that is only 
known to a small group, that is worthy of protection, and that its keepers intend to keep secret. For 
instance, circumstances relating to potential takeovers or mergers are business secrets,^ and in this context 
an attempt could be made to qualify stock ownership as a business secret. Ultimately, the courts would 
decide on the validity of such an assertion. 

The statutory duty to maintain secrecy on corporate matters is established for its employees by 
article 321 (a) of the Code of Ohligations.’ This provision requires all employees to keep confidential 
the business .secrets of their employers. For directors of a corporation, a statutory duty of secrecy is 
implied (according to the prevailing opinion) in article 717 of the Code of Obligations, requiring the 
directors to act with due care and to safeguard the interests of the company. Generally it is stated in legal 
literature that directors of corporations are crimi.nally liable for divulging business secrets.* 

It appears tliat detailed information on corporate ownership may be difficult to obtain in 
Switzerland. A general duty to disclose ownership exists only for substantial shareholders of publicly held 
corporations. These must be published in the yearly financial statement if they own more than 5 % of the 
voting rights, and if the corporation’s officers know or should know of their identity.’ 


' Schweizerisches Strafgesetzbuch fStGBJ, Dec. 21, 1937. SYSTEMAUSCHE Sammcung D£S BundesrechTS [SR] 311, as 

amended. 

® S. TfCChsel, SOWEIZERISCHES S'mAFGESETZBUCH 6U (Kirich, 1997). 

^ Obligaticnenrechl [OR], March 30, 19! I, SR 220, as amcEtded. 

P. Forstmoser, A. Mayer-Hayoz, and P. Nobel, Schwhzerisches AKTIENRKiht 30 1 (Zurich, 1996). 


’ OR, art. 663 (d). 
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LAW LIBRARY OF CONGRESS - 2 

Secrecy obligations of trustee may be based on the contracUiai terms oi the trust, which in the 
Swiss legal system is classified as the contract of mandate.* However, trustee who are in the business 
of administering assets are deemed to be financial intermediaries within the meaning of the Money 
Laundering Act. ^ In this capacity, they are undw obiigMion to ascertain the identity of beneficial owners 
and to keep records of certain transactions for 10 yeaK, in order to make them available to the prosecutor 
upon request. In addition, financial intermediaries must report suspicious transactions to the control office, 
on money laundering. 

The extent to which Swiss business secrets have to be disclosed in criminal or civil proceeding 
depends on the applicable federal or cantonal laws.® Disclosure for the purpose of foreign criminal 
proceedings is governed by the relevant treaty on judicial assistance in conjunction the Swiss Act on 
Mutual Assistance in Criminal Matters.^ However, it appears that business secrets are not privileged in 
criminal proceedings 


Prepared by Edith Palmer 
Senior Leg^ Specialist 
Legal Research Directorate 
Law Library of Congress 
October 1999 


* OR, art. 394 et seq. ; F. Dessenxintet and T. Ansy, iNTRODtxmON TO Swiss Law 94 (The Hague, 1995). 

’ Geldwaschereigesetz, Oct. 10, 1997, SR 955.0 

* G. Piquerez, Pr£cis DERtOcSDUKEP&iALESuiS^204 (Lausanne, 1987). 

’ Rechtshilfegeseiz, March 20, 1981, SR 35l, as amended. 

Business secrets are not listed as privileged communications in the Federal Code of Crirninal Procedure, i.c. Bundesgesetz uber 
die Bundesstrafrechtspflege, Dec. 2, 1997, SR 312, art. 74. 
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Fyi 


Forward Header 

ibject: PBG - EMEA March 98 Business Letter 
..uchor: Philippe G. Holderbeke at EUGVA203 

Date: 4/9/98 6:38 PM 


REDACTED 


redacted 


In our monthly reviews, another issue that stood out was the lack of 
penetration of our Trust offering. Three factors have contributed to 
this ; 


C B021 635 
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high and inflexible pricing 

(coo?) cighc business accepcance 

red cape related to due diligence, KYC, etc. 


redacted 


redacted 


People 


The major time commitment to KYC work, combined with headcount deficits 
result in high pressure on Che saiesforce and RST. In some of our 
markets, client calling and acquisition are suffering. 


C B021 636 
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EDACTED 



Control and Risk Management 


The BRR CAP is largely finalized, well within our deadline. Bankets have 
responded well to the efficient corrective action work managed jointly by 
IF and Risk. By sticking to what we corrected, we will be ready to score a 
4 in the next review {Q4, 98). 

KYC statistics were compiled for the first time. We need to do more work 
on this, as there are important discrepancies between the level of 
completion as reported by the KYC factory, and the much higher level of 
completion reported by the market managers. This certainly indicates a 
full pipeline of work in progress. We need more data to see whether the 
pipeline is bottlenecked. Reported nximbers show a lower than expected 
level of completion of High Risk Profiles. We have reiterated that these 
need to be strictly prioritized. 

IMRO in the UK has provided us with a clean bill of health. KPMG has now 
moved in to perform its statutory annual IMRO audit, to be finalized this 
month. They are testing for awareness of IMRO requirements with our 
Zurich Operations staff. 

PBG Germany participated in the GCB audit there. The change of legal 
entity, which was approved by KPMG at the time, is resulting in some 
questions on regulatory and procedural requirements. We continue to work 
with CSC and KPMG to clarify. 

C8021 637 


REDACTED 



846 


REDACTED 


CB021638 



847 




Author: Philippe G, Holderbeke at EUGVAZ03 

Dace: 6/22/98 3:29 PM 

Priority: Normal 

TO: Shaukat Aziz at Citimail 

CC: @PBG-LEADERSHIP-TEAM at Citimail 

Subject: May Business letter - EMEA 

Message Contents 
EMEIA May Business letter 


redacted 


redacted 
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redacted 


SEDACTED 


redacted 


but now^ potentially more serious, regulatory concern has been 


rB021 640 
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Ar.a uermar.y, local reguiacors and auditors have jusc 
expressed concern adouc the outsourcing of processing runctions and 
associated controls. This fallows similar concerns from regulators ir. 
Italy and the UK, Regulators are worried that outsourcing of 
processing and controls to another legal jurisdiction weakens their 
ability to supervise the local franchise. In Gemvany, for example, 
both internal and external auditors made it clear chat they are 
worried because the German regulators do not have the . right of direct 
audit in Switzerland. The Italian regulators have expressed a similar 
concern. Part of this is chat regulators believe 'essential control 
functions- should stay in Che local jurisdiction for the franchise to 
operate effectively and for the regulator to be able to monitor 
compliance with local laws and regulations. This may have far-reaching ' 
inplicacions for the Bank's strategy of consolidation of business 
platform and outsourcing functions. In this respect, we believe a more 
disciplined process is needed for «iny contemplated outsourcing 
activity which involves the CCO, Btisiness Manager, legal, C&C and 
external auditors. Also, regulators must be involved up-front. 

We need to resolve to what extent our platforms should be split into 
two: one servicing EU countries, and one for non-EU business. 

Much of the above documents why some of our units sCiii self-assess 
at a 3 level. We are working hard on clarifying and isolating critical 
issues, resolution of which will get us to 4 or 5. 

- Risk and Investment Finance are working with the business units in 
preparing for the 3RR review scheduled for November. A critical need 
is for Bankers to document their borrowing relationships more fully. 

- The KYC efforts progressed well across EMEA, with several lonits in 
a position to ccHt?>ly fully well before the year end deadline. 

Clearly, the rock in Switzerland is huge and its sheer size is 
daunting. We are looking to reallocate some resources, and to simplify 
the process while focusing on content. 

Everyone is fully committed cc the ?BG deadline. 


REDACTED 


HEDACTED 
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By Hand Delivery 


WiLMER, Cutler & Pickering 

SAAS M STREET. N.W. 
WASHINGTON. O.C. 20037-1-420 

TELEPHONE (2021663-6000 
FACSIMILE <202) 663-6363 
HTTP //VWKWWILHERODM 


January 26, 2000 


Serate PewianertiSubKjnWMfies 

cn 






Elise J. Bean, Esquire 

Deputy Chief Counsel to the Minority 

Permanent Subcommittee on Investigations 

Committee on Governmental Affairs 

193 Russell Senate Office Building 

United States Senate 

Washington, D.C. 205 10 

Dear Elise; 

In the course of gathering information necessary to submit our January 14, 2000 
responses to the additional questions posed by Senator Levin following the Subcoiranittee s 
hearing, a file of material related to the Tendin account that contains documents responsive to the 
Subcommittee’s subpoena was located. These documents, with Bates Numbers X007080 
through X007625, are enclosed. As you will see when you review this material, there is little if 
anything in these documents that is not already known to the Subcommittee through the 
materials produced by Citibank prior to the hearing. We also are providing a supplemental 
privilege log identifying three items related to this file. 

We regret this oversight. Please let me know if you have further questions. 



cc: K. Lee Blalack, Esq. (with enclosure) 
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Seiwte Psnuanent Subsomniiitsa 
on Invsstfestas 

;Bg«ii — 

To? AXain Ober (US]SYC:PBGWH) 

From: Kayembe Nzongola (AFLBV:IB) 

Date: WED 22'-FEB-95 11:58 GMT 

Subject: TENDIN 


We are sending today USD 1,907,953.56 to the above account. The 
order came from the Tresor and seemed rather urgent. 

Regards 

Tony 


Delivered: WED 22-FEB-1995 11:58 GHT 


STEttCn-Y CONHDENTIAl - NOT lOR ' 
MEMBEKS AND ST.\JF 
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To: Donnelle Knowles (CSNAS:PBG) 

CC: Luella Gentles (USNYC: PBGWH) , Salvatore Mollica (USNYC:PBG), 

CC: David Cripps (USNYCrCGAM) , Gary S. Sherman (USNYCtCGAM) 

From: Alain Ober (USNYC:PBGWH) 

Date: WED Ol-MAR-95 16:29 GMT 

Subject: Tendin Investments, Ltd. 


This is an update of recent happenings in this account. 

2-15-95: outgoing transfer for $166,448.19 to Cititrust Bahamas (fiduciary 

fees) . 

2-22-95: incoming transfer for $1,907,953.56 to credit the account by order 

of the State Treasury of our client's country. 

2-28-95: Rollover of loan. Repayment of principal for $4,072,269 and payment 

of interest for $1,343,636.66. These amounts were obtained from the three 
time deposits, the 2-22-95 credit and $481,000 taken from the Dan Plager 
portfolio (572667) . 

The new loan for $36,650,421 was booked for 6 month (8-31-95) at a rate 
of 7.6875%. 

Yesterday, I gave to Ellie Ferraro the original of the Deed of Variation 
to be sent to you via pouch, 

Hope all is well in Nassau. My recent trip went well (my loan chronology 
was well received, I hope you received the copy I sent you via pouch). 

Best regards, 

Alain 


STRTOY CONF^EHnAL - NOT FOR 
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Additional Transacfi 


arl^l^i^jgi 


■ Additional Detail 
^ Tfansaction 
Po»l Data: 

, Effective Date: 


6523 

07/30/1396 

i“0^^/1336 


Descii^tion: 
Stmt Date: 
Dear Date: 


INCOMING FUNDS TRANSFER EXHIBIT#. 
i_07/'30/13g6 Check 
07/30/1336 BIN No; f 


40c. 


6570043S1344 


Tran Amount: 

$ 2.3G1 .500.43 

Hatch ! 

No Count For Stmt: ; 

Ye* 

, Current Balance: 

$ 2.366.470,33 

Hatched Stmt 

No 6LI Code: 

F 

Float Bay 1: :Q 


Float Day 2: lO 




Float Amount 
Float Day 3: 
Float Amount 


$ 0.00 


to.oo 


Float Amount 
Float Day 4: 
Float Amount 


t 0.00 


$ 0.00 


fAdvtce 

; Value Date: ;07/30/1996 Ref No: .GQQ621 21 958601 Receiving Bank No: 

i Beneficiary Information: 

Receiving Bank 

10215064 

BY ORDER PARTY: 

; TENDIN INVESTMENTS LTD 
s PBG-WH HAM UNIT/17TH FLOOR 

153 E. 53H0 STREET 

iClTIBANK NA GABON 

; D^aii* Ctf Fayment: 

B8f Information: 

: ATTENTION ALAIN OBER VICE PRESIDENT i 

iiDTIBANK PRIVATE BANK NEW VQRK 

1 

' EPORT Reference Mo: 

Global Id No: G00621 21 958601 

From i 109991 37 

From Name: atlBANK (GABON) 


OKil 
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Transaction Journal" 


Effective Date Post Date Amount 

07^30^1 93B 07/3071 936 $ llO^bdO^dO 

OUTGOING FUNDS TRANSFEB 

07/30/1936 07/30/1996 iiid^boadti 

DEPOSIT 

07/30/1 07/30/1336 ! 

INCOMING FUNDS TfMNSFER f 

G7/25/199G 07/25/1336 tlS.doOO 

DEPOSIT 

07/1 8/1 996 07/1 a/i 396 $ mOO 

FUNDS TRANSFER FEE 

07/1 7/1 996 i077Ti 7/1538 I " i 1 S.bdSod' 

; OUTGOINraWsTWIWFiR " ^ 


BTK Number 
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CMNA 31-JUL-96 14:13:56 009784 
To: Donnelle Knowles (CSNAS:PBG) 

CC: David Sprindzunas (USNYCtPBG) 

From: Alain Ober (USNYC: PBGWH) 

Date: WED 31-JUL-96 14:13 GMT 

Subject: Tendin 


Just to let you know that we received $2,961,500.49 value 7-30-96 for the 
account. The transfer came from the local Citibank. I have contacted our 
client to find out the ultimate use of these funds, will keep you posted. 

I had also contacted Tendin earlier re. disposition oof HAM mail but I have 
not received any answer yet. 

Best regards, 

Alain 


STRICIIY CONFTOENIIAL - NOT fCR 
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To: Salim Raza (EULON:PBG) 

CC: Muwaffak Bibi (USNYC:PBG) 

From: Alain Ober (USNVCtPBGWH) 

Date; WED 31-JUL-96 17:51 GMT 

Subject; Tendin Investments, Ltd. 


Christopher L Rogers (EUPARZ05 ; PBG) 


Good newsi “just received $2,961 H to invest in the account. I spoke to 
his assistant and she confirmed the destination of the funds. All seems 
well on the equatorial front... 

Best regards, 

Alain 


ylffiCaY COWTOBOTAl. - NOT tCK 
ONLY 
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To: Alain Ober (USNYC : PBGWH) 

CC: Muwaffak Bibi (USNYCrPBG), Christopher L Rogers 

From: Salim Raza (EULON:PBG) 

TB y , (13^- AUG-9 10 ; 3 8 GMT 

Subject: investments , Ltd. 

From: Alain Ober Date: WED 31-JUL-96 22:38 GMT 
Message ID: CMNA 31-JUL-96 17:51:20 009790 


(EUPARZ05:PBG) 


Brilliant news! 
Best Regards , 
Salim 


Delivered: THU Ol-AUG-1996 10:38 GMT 
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Additional Transa 


Sen^ Permanent SubQjmmiOi 


Additional Detail 



EXHIBIT# 

Tiansaction ibb^^ 

Description: 

INCOMING FUNDS TRANSFEI 

■ Post Date: i 12/24/1 93B 

Stmt Date: 

1 12/24/1996 Check 

0 

Effective Date: i 1 2/24/1 93G 

Clear Date: 

1 1 2/24/1 99G BTN No: 

G57000091344 | 

Ttan Amount: 

$ 1,886,792.45 

Hatch No 

Count For Stmt: Yes i 

Current Balance: 

S 1,891,792.45 

Matched Stmt 

Ho GLI Code: : F ; 

Float Day 1: iO 


Float Day 2: 0 


Float Amount 

S Q.OO 

Float Amount 

$ 0.00 

Float Day 3: Q 


Float Day 4: 0 


Float Amount 

$0.00 

Float Amount 

$ 0.00 

;^Advice- , 

Value Dale: 12/24/1396“ Ref No: IG0063581803901 Receiving Bank No; 

Beneficiary Information: Receiving Bank 

TENDIN INVESTMENTS LTD 

ATTN ALAIN OBER 


BY ORDER PARTY: 

:BANQUE DE ETATS (BEAC) 

j 


Details Of Payment: 


BBI Information: 


TRANSFER ORDER OF TRESORIER PAYEUR 

GENERAL 

i 

i 


EPORT Reference No: 


Global Id No: 60083581803901 

ilFrom ;iQa99i37 

From Name: IQTIBANK (GABONJ 



b’lJUUiLi CONFIDErnAL - NOT FOR 
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: Traniaction Journal - - — - — - 


1 Effective Date 

Post Date 

Amount 

Running Balance 

BTK Number | 

il2^2S;i99G :12^2G/199G 

!t0 CASH RESER« 

$1,896,792.45 i 

$ 5.000.00 

566000163344 

12/24/1 39G 12/24/1936 

iNCOMIKG FUNDS TRANSFER 

$1.88G.73Z45 i 

$ 1.831.792.45 

657000091344 

12/19/1 93G 

WltHDRAWAL 

12/1 9/1 39G 

$600,000.00 ; 

$ 5.000.00 

929001065345 

12/19/1 996 

12/1 9/1 99G 

$ GOO.000.00 : 

$ G05.000.00 

566000054344 

FROM CASH RESERVE ACCOUNT 




12Vn/199G 12/11/1936 

TO CASH RESERVE ACCOUNT 

$ 349.030 89 

$ 5.000.00 

5GGQ00217344 

12/1 0/1 99G ■ 

12/1 0/1 99G 

$ 348.030.89 ^ 

$ 353.030.89 

G57000131344 

INCOMING FUNDS TRANSFER 
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Senate Pennanent Subcammitls 
on InvesBgaiions 


40e. 


To: Christopher L Rogers (EUPARZ05:PBG) EXHBIT# 

CC: MuwaffaJc Blbi (USNVC:PBG) , Salln Raza (EULON:PBG), 

CC: David Sprindzunas (USKYC:PBG) , William A. Young (12USNYC:PBG) 

From: Alain Ober (USNYC;PBGWH) 

Date: THU 20-MAR-97 14:40 GMT 

Subject: Alafia/SDA 


I would be very grateful if you could follow up on the following three itemi 
with Sam (the sooner the better) ; 

1. $20,000,000 transfers from Tendin that he initiated from Switzerland. 
Can we get some information on the actual source of these transfers? 

2. AA Visa card: earlier this year, after confirming that he had received 
our card, it was unblocked. Since SDA's AUMs with us are only $174M (while 
we require a minimum of $300M for credit card users) , he promised to increas 
the AUMs very soon. As of today, nothing was received. 

3. Referral fee: during my recent African trip, you raised this unresolved 
issue. As you know the situation is as follows: 

a. OS account: SDA is not entitled to a referral fee since he is 
attorney-in-fact 

on this account (cf. CM of Franck Berlamont of 8-28-96 on which you were 
copied in answwer to my CM to Ricarda Choina of 3-8-96 on which you were 
copied) . 


REDACTED 


Thank you and regards, 
Alain 
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MAfi.2 1 1997 
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memorandum 


To ; Alain OBER March. 24^^, 1997 

Muwiffak BIBI 



The following is a probable consideration to explain at ieaai a part of the $ 20 MM funding of the 
subject account last month. 

In mid-January, 1997, Energy Africa, the only listed exploration and production company in South 
Africa, formed a joint venture with the Gabonese Govemmeni and a consortium of Gabonese 
investors, giving it access to the majority of exploration rights in Gabon. The deal illustrates the 
extent to which the countries of the Central African -eone are interested in South African partnerships, 
and vice versa. 


The linkage of the above deal to Tendin stems from the fret that the President’s chief consultani for 
oil affairs and related personal investments is a 10 per cent plus shareholder in Energy Africa, the 
parent company. Those shares, listed in the JSE and Luxembourg gained S8.6 % last year and are 
doing as well or better so far this year. The consultant, who is well known to us, has told us in the past 
that Tendin has growing invesonents in the oil sector tn S.A. The strong presumption is chat those 
investments are linked to Energy Africa, and I will try to get you some further confirmation to this 
effect very soon, if I can, then it would seem reasonable to presume that an important new source of 
revenues for Tendin ■would have begun to find its way back to us, with minimal disruption of 
arrangements with other banks, as part of the promise or at least the intent to build his portfolio back 
up again. 

The other aspect of the Energy Africa deal as a probable new source of revenues for Tendin, concerns 
the new local joint venture itself. Energy Africa Gabon. The new company is 25 “/a the Gabonese 
State, 37.5 Va Energy Africa the parent, and 37.5 % a group of Gabonese investors-. The State pooled 
its options on 22 exploration licenses (+ 6 potential ones), which covers pretty much all exploration • 
activities under way in the country, I will probe Tendin's oil consultant to get an idea, if I can, of the 
degree of Tendin’s personal involvement in Energy Africa Gabon. If it is important, as T suspect, the 
timing of the deal (January 97) may be related to the transfer we received in February in light of 
coniraccual up*froBt acrtlcmcnta which might have occured. I’ll try to look into this as well, 

Whatever the case, 1 think you should be aware of the S.A. connection, as others will develop, both 
wdth the latter and other countries (Chad, Equatorial Guinea). Such intra Africa business deals are at 
the vanguard of growing Africaa private wealth, and I’d be smprised if Tendin did not share in it. 

STBICaY CONODENTIAl. - NOT FOK 
memeess and srr.'irT 

ONLY 
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To: Alain Ober (USNYC: PBGWH) , Muwaffalc Bibi (USNYC:PBG) 

CC: Salim Raza (EULONtPBG) 

From: Christopher L Rogers (EUPAR20S:PBG) 

Date: TUE 25-KAR-97 11:53 GMT 

Subject: Tendin - $ 20 MM transfer 


This is further to my memo (fax) of March 24th. I saw Tendin’s oil 
consultant and private financial advisor at length this morning. 

I think I was able to develop some basic facts surrounding the 
origin/motivation of the above transfer. 

1. Energy Africa 

Tendin is an equity holder in Energy Africa (parent) and in fact 
double his investment over 96-97. This was a feather in the cap of 
Tendin's adviser who sponsored the investment. As a result, Tendin 
wants to leverage his wealth increasingly in the future in specific 
"pan African deals'* like this one. This was the message for us as 
global private bankers (see below), not Tendin's profits on the 
E.A. deal which were on the whole modest and were not a factor in 
the S 20 MM transfer. 

2. Swiss banks v. us 

We discussed the Swiss bank origin of the $ 20 MM transfer. Swiss banJ 
are "passive" and "asleep". Tendin has gotten the message through his 
advisor that we can leverage money for commercial purposes. An exempl 
would be a deal such as E.A. itself, where a multinational bank might 
finance equity on a combination of personal net worth and the shares 
being underwritten; or where a standby L/C might be issued from offsh 
in favor of a South African bank to suport a real estate acquisition; 
where a private portfolio might back, directly or indirectly, a 
commodity trading line, etc. 

The message is that Tendin, free from immediate electoral pressures, 
keen to do business throughout Africa and wants our help to leverage 
assets and develop outlets. That is the real significance of the 
incremental financing, and if we do a good job, this should continue. 


Regards , 

Chris 

Received: TUE 25-MAR-1997 11:25 GMT 


Delivered: TUE 25-MAR-1997 11:53 GMT 
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Senate Permanent SubcammKee 
^ onlnvesSgaflons 

MKMO 

TO 
CC 
DT 

R£ Omar Bongo 

Following last CA approvai. and our various discmsions with Humaytin t Bob. this memo documents the 
Customer Relationship: 

1 ) CPC has reviewed with RM in NY. CEEMEA Group reviewed on 2 occasions in 5 3 and 1 994 

2) Its a prime and old time PBG clienl. with significant earnings for iNs bank. Fits with our business strategy 
to leverage PBG activity in Gabon for our local business. 

3) As is evident from our discussiom with PBG. and -as you pointed out- from the way the account is 
managed, its is an investment account whereby client is gapping borrowing interest rates v$ a profitable 
rerum on investment. This is a legitimate purpose. 

4 > Client is a HNWI who has a number of investments locally and abroad. Also, his compensation must be 
enviable. Although we do not have details on either his salary, investments or net worth, the amount of our 
facilities, is certainly within the general scape of client's Net vvonh. 

5) We have b ee n dealing with this client for a long time now. Breaking the relationship- if we had reason to- 
would cause serious sensitivities and franchise issues. 

6) we make mooey on the aceouni. 

7) The relationship gives us easy access and visibility in a country where even not major decisions are made 
at diem's level, 

g) Most bank on the market deal writh this customer. Our relationship does not stand our. 

For all these reasons, it is desirable tu keep this relationship. We do not intend however, to soHcic client for 
more business and will satisfy ourselves with managing the account to client's satisfaction. 


T^dy Naaiigoia / Credit File 
^b Thornton. Humayun Bawkher 


N . La. 
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Aucnor : hicnaei iMai-hewb ol iLuCjVrt^O j/o=cca<i/c==oS/G=>'>'iCi/' icoip 

Dace: 7/29/98 1:22 PM 

Priority; Normal 

TO: Alain Ober at 20USNYC 

Subject: Mr B. 

- Message Concents 

Alain. KYC people will not sign off without more info on "where he is 
at today" i.e. subsequent to the Elf matters that Rod had liberally 
referred to in the files last year. Might you have some sort of 
summary/write-up/newspaper commentary on your files that I could pass 
CO the KYC goons to make them happy on this name ? 

Thanks and regards, 

Michael 


s-mcn.Y_coNfroamAi- - 

ONLY 


tCiT FOB 
ANDF^FAFF 


XI0075G8 



867 


Michael Machews ac El^VAZO j/o=ccea/c=US/a=RiGi/p=‘Cit.icoi:p 

s:02M _ ui.^2. - in- 5-522. 

'7l%0 _ . 


Auchor: 

Dace; 1/ZQ/3B 
Priority: Normal 
TO: Alain Ober at 20USNYC 
Subject: Re; Mr. B. 


Message Contents 


Than.^a , Alain. I will cake up your suggestion of looking on Incernec. 
What they want here, chough, is noc confined specifically to che ELf 
matter, but more a question of an up-date on the man himself, any 
evidence of "how things are today”, if you know whac I mean. Anything 
you might have, in the form of CA comments, KYC sponsorship, whatever, 
would be very much le bienvenui 


Thanks and regards, 
Michael 


Reply Separator 

Subject: Mr. B. 

Author; Alain Ober at 2QUSNYC 
Date: 7/29/38 8:52 PM 


Michael, many thanks for your CM of today concerning Mr. B., Eif and 
KYC. Unfortunately, I have no specific document confirming thac his 
name has been currently removed from che Elf invecigation. As far as 
I know, che French investigation on Elf is now cargeccing ocher 
persons and I have not heard vMr. B.’s name mencionned for over a 
year . 

Your best source may be to go through che Incernec (which I do noc 
have yet) and see whac comes up on press articles concerning him. 
Otherwise, I would suggest contacting Francois Ogier d'lvry at PBG 
Paris since he must read "Le Monde" every day. 

Best regards, 

Alai'-' . O I ' _ W 1-2 7- 


iT- - 
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REPLTBLIQUE GABONAISE Union - Travail - Justice 


PRESIDENCE 
DE LA 

REPUBUQUE 


Libreviile. le •] '^2 

glei 0 0 3 Q p. R. 

Le President de la Republique 
Chef de I 'Etat 


A /Wonsieur Alain OBER 
Vice President 
CITIBANK N.A. 

153 EAST 53™ Street 
NEW YORK NY 10043 


Monsieur le Vice President, 


J'ai ete ires sensible au message de felicitations que vous avez bien voulu m'adresser a ia suite 
de ma reeiection a la magisirature supreme de notre Pays et je vous en remercie tres 
sinceremenl. 

A I'aube du iroisieme millenaire, le Gabon se trouve confronte a des difficultes economiques et 
financieres resultant d’une conjoncture intemationale plus favorable aux grandes puissances 
traditionnelies qu’aux jeunes Etats en voie de d^veloppement. 

Nous avons done besoin de la confiance et du soutien de tous nos panenaires actuets ou a 
venir et je sais que votre Organisme a toujours. dans le passe, fait la preuve de son 
attachement a notre Pays, a son peuple et ^ ses Institutions, dans le respect de nos lois et de 
notre dignity nationale. 

Je souhaite que cette collaboration se poursuive dans les ann^s a venir pour la prosperife de 
votre Organisme et de notre dconomie. dans un espnt de comprehension reciproque et dans un 
souci commun de d^veloppement et de progres. 

il m'est agreable de saisir cette opporlunite pour vous adresser egalement mes veeux sinceres 
et chaleureux, pour vous m§me. pour vos coHaborateurs et pour vos families, pour une 
exceiiente ann^ 1999 qui vous soit agreable et favorable dans tous les domaines. 

Avec mon meilleur souvenir, je vous pne d’agr^r. Monsieur le Vice President. I'expression de 
ma parfaite consideration. | 
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CMIA 13-MAR-95 21:41:23 013709 
To: Alain Ober (USNYC:PBGWH> 

: N. Jarostchuk (USNYC:PBGWK) , Salvatore Mollica (USNYCtPBG) 

Luella Gentles (USNYC:PBGWH) , Leona D. Mitchell (CSNAS:PBG}, 
CC: M. Carmen Butler (USNYC: PBGWH) 

From: Donnelle Knowles (CSNAS:PBG) 

Date: MON 13-KAR-95 21:44 GMT 

Subject: TENDIN INVESTMENTS LTD. 


THANK YOU FOR YOUR CITIMAIL DTD. MAR. 9/95. FURTHER TO OUR CONVERSATION TODAY 
I HAVE PRESENTED THE PROPOSAL OF THE CODING SYSTEM TO THE FIDUCIARY REVIEW 
COMMUTE AND OUR COMPLIANCE OFFICER FOR REVirW AND COMMENT. I WILL LET YOU 
KNOW THE OUTCOME SHORTLY. KIND REGARDS, 

DONNELLE 


Delivered: MON 13-MAR-1995 21:44 GMT 
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MINORITY STAFF REPORT 
FOR 

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
HEARING ON 

PRIVATE BANKING AND MONEY LAUNDERING; 

A CASE STUDY OF OPPORTUNITIES AND VULNERABILITIES 


November 9, 1999 


Because of their central role in drug trafficking and organized crime, money laundering 
activities have been the subject of eight prior investigations of the Permanent Subcommittee on 
Investigations. Despite increasing international attention and stronger anti-money laundering 
controls, some current estimates are that $500 billion to $1 trillion in criminal proceeds are 
laundered through banks worldwide each year, with about half of that amount moved through 
United States banks. 

This report summarizes the Minority Subcommittee staff investigation to date into U.S. 
private banks and their vulnerability to money laundering. The investigation has found that the 
products, services and culture of the private banking industry present opportunities for money 
launderers, and that without sound controls and active enforcement, private banking services 
have been and will continue to be used by those intent on laundering money. 


Subcommittee Investigation 

To date in this investigation, the Subcommittee staff has conducted almost one hundred 
interviews and reviewed tens of thousands of pages of documents. The interviews have included 
meetings with almost 50 private bank personnel, including private bankers, their supervisors, 
compliance personnel, auditors, senior bank management and board members. The staff has 
interviewed and obtained information from more than two dozen government agencies and 
organizations, including the United States Departments of State, Treasury and Justice, the 
Federal Reserve, Securities and Exchange Commission, International Monetary Fund, World 
Bank, and law enforcement personnel in Mexico, France and other countries. The Subcommittee 
staff has also spoken with private bank clients, and with banking and anti-money laundering 
experts in academic, regulatory and law enforcement circles. 

The documents reviewed by the Subcommittee staff include a wide range of materials, 
from reports on the private banking industry, to reports on money laundering trends, to SEC 
filings, legal pleadings, private bank audits, bank examination materials, and numerous 
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documents related to specific private batik accounts and transactions. The Subcommittee has 
issued subpoenas to over half a dozen financial institutions and entities. 

The information gathered by the Subcommittee’s investigation falls into three categories: 
(1) the anti-money laundering obligations of all banks, including private banks; (2) the elements 
of private banking that make it vulnerable to money laundering; and (3) four case histories at the 
Citibank private bank illustrating a range of issues related to money laundering. 


Anti-Money Laundering Obligations 

Two laws lay out the basic anti-money laundering obligations of all United Slates banks. 
First is the Bank Secrecy Act which, in section S318{h) of Title 3 1 in the U.S, Code, requires all 
banks to have anti-money laundering programs. This law states the following. 

“In order to guard against money laundering through financial institutions, the Secretary 
[of the Treasury] may require financial institutions to carry out anti-money laundering 
programs, including at a minimum - (A) the development of internal policies, 
procedures, and controls, (B) the designation of a compliance officer, (C) an ongoing 
employee training program, and (D) an independent audit function to test programs.” 

The Bank Secrecy Act also authorizes the Treasury Department to require financial institutions 
and other businesses to file reports on currency transactions and suspicious activities, again as 
part of U.S. efforts to combat money laundering. 

The second key law is the Money Laundering Control Act of 1 986, which was enacted 
partly in response to hearings held by this Subcommittee in 1985. This law was the first in the 
world to make money laundering a crime. It prohibits any person from knowingly engaging in a 
financial transaction which involves the proceeds of a “specified unlawful activity.”* The law 
provides a list of specified unlaw&l activities, including drug trafficking, fraud, theft and 
bribery. Most are crimes under U.S. law; only a few foreign crimes, such as drug trafficking, 
kidnapping, and foreign bank fraud, are currently listed as predicate offenses for a money 
laundering prosecution in the United States. 

The aim of these two statutes is to enlist U.S. banks in the fight against money 
laundering. Together they require banks to refuse to engage in financial transactions involving 
criminal proceeds, to monitor transactions and report suspicious activity, and to operate active 
anti-money laundering programs. Both stabates have been upheld by the Supreme Court. 


'SeelSU.S.C. 19.56-57. 



874 


3 


Private Banking Industry 

Private banks are banks, or operational units \«thin banks, which specialize in providing 
financial services to wealthy individuals. Often portrayed as a specialty of the Swiss whose 
private banks are the largest in the world, the private banking industry actually has a long history 
in many countries, including the United States. For example, private banks have long been in 
operation at Bank of America, Bank of New York, Bankers Trust, Chase Manhattan, Citibank, 
J.P. Morgan and many other U.S. financial institutions. Today, the largest U.S. private bant 
handles as many as 1 00,000 clients: and a single U.S. private bait may have assets exceeding 
$100 billion. The worldwide total for assets currently under management by private baits has 
been estimated at $15.5 trillion.^ 

Today, private banks are a growth area at many U.S. financial institutions. Banks report 
increasing clientele, assets under management, and revenues. A report prepared by the General 
Accounting Office for the Subcommittee states: 

“Domestic and foreign banks operating in the United States have been increasing their 
private banking activities and their reliance on income from private banking. The target 
market for private banking - individuals with high net worth -- is also growing and 
becoming more sophisticated with regard to their product preferences and risk appetites.” 

One key reason for the growth in private banking in the United States is an increasing 
number of individuals wilh great personal wealth, providing an expanding client base for private 
bank operations. Another key reason is profits. Federal Reserve officials told the Subcommittee 
■Staff that private banking has become a “profit driver” for many banks, offering returns twice as 
high as many other banking areas. Private banks interviewed by the Subcommittee staff have 
confirmed rates of return in excess of 20 percent. 

In general, private banking seeks to provide financial and related services to wealthy 
individuals, primarily by acting as a financial advisor, estate planner, credit source, and 
investment manager. As one senior bank official put it during a Subcommittee interview, the 
very wealthy have “peculiai'” financial needs, and private banks are intended to address those 
needs. Consumer banking, in contrast, provides financial services to individuals regardless of 
wealth. Corporate banking provides financial services to businesses. 

To open an account in a private bank, prospective clients usually must deposit a 
substantial sum, often $ 1 million or more. In return for this deposit, the private bank assigns a 
“private bankef ’ or “relationship manager” to act as a liaison between the client and the bank, 
and to facilitate the client’s use of a wide range of financial services and products. These 
products and services often span the globe, enabling a client to make use of a variety of 


■1998 internal private bank document, citing Booz Allen & Hamilton analysis. 
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corporate, investment and trust vehicles, estate and tax planning, and other financial services. In 
essence, private banks seek to provide global wealth management for the wealthy. Private banks 
typically charge fees based upon the amount of client “assets under management,” and the 
particular products and services used by the client. These fees can exceed $ 1 million per client 
each year. 

While many of the products and services offered by a private bank are also available 
through retail banking operations, there are at least two key differences. First, private banks 
offer an inside advocate the private banker - whose mission is to help his or her clients make 
easy use of the bank’s products and services. For example, many retail banks provide wire 
transfer services, but a private banker will routinely arrange complex wire transfers for a client 
who simply calls in by phone to request them. Retail banks may offer offshore services, but a 
private banker is an expert in facilitating the creation of offshore trusts and corporations, opening 
accounts for them, and arranging transactions on their behalf. Retail banks will allow clients to 
open multiple accounts, but a private banker will not only create these accounts for a client, bat 
also keep track of the assets in each account and arrange transactions among them. 

A second key difference is that a private bank provides its clients with a team of 
specialists under the coordinated direction of the private banker. These specialists include 
investment managers, trust officers, estate planners, and other financial experts, all prepared to 
act in concert. The private banker orchestrates their services with a degree of coordination tliat is 
often difficult or impossible to achieve in retail banking. 


Why Private Banking is Vulnerable to Money Laundering 

For some time now, evidence has been accumulating that private banks are vulnerable to 
money laundering. The 1994 conviction of a private banker from American Express was an 
early wake-up call; The 1995 Salinas scandal raised a second set of troubling questions. The 
1998 Casablanca undercover money laundering operation resulted in the indictment of .several 
private bankers in Mexico. 

Bank regulators have shown a growing concern. Three years ago, the Federal Reserve 
Bank of New York reviewed private banking activities at 40 U.S. and foreign financial 
institutions operating in the New York area. In 1997, it conducted followup reviews at four 
financial institutions which it had identified had deficiencies needing correction, and issued a 
publication entitled, “Sound Risk Management Practices Governing Private Banking Activities” 
to provide private banks “with guidance regarding the basic controls necessary to minimize 
reputational and legal riskand to deter illicit activities, such as money laundering.” 

In 1998, the Federal Reserve reviewed an additional six financial institutions, as well as 
conducting a third review of the Citibank private bank. The General Accounting Office reports 
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that this 1998 study found that “internal controls and oversight practices over private banking 
activities were generally strong at banks with high-end domestic clients,” but “seriously weak at 
banks with higher risk Latin American and Caribbean clients.” Also in 1 998 two new 
examination manuals were issued, a Federal Reserve manual designed solely to evaluate private 
banks’ controls, and a revised bank examination manual on money laundering used by all U.S. 
bank regulators which includes a section identifying private banking as an area meriting special 
attention. The 1998 International Narcotics Control Strategy Report, issued by the State 
Department, observes that “[p]rivate banking facilities continue to be vulnerable to money 
laundering.” 


Five Factors Creating Money Laundering Vulnerabilities 

Five factors in private banking increase its vulnerability to money laundering: the role of 
private bankers as client advocates, a powerful clientele which discourages tough questions, a 
corporate culture of secrecy, a corporate culture of lax controls, and the competitive nature of the 
industry. 

Private Bankers As Client Advocates. Private bankers are the linchpin of the private 
bank system. They are trained to service their clients’ needs and to set up accounts and move 
money around the world using sophisticated financial systems and secrecy tools. Private banks 
encourage their bankers to develop persona! relationships with their clients, visiting the clients’ 
homes, attending weddings and graduations, and arranging their financial affairs. The result is 
that private bankers may feel loyalty to their clients for both professional and personal reasons, 
leading them to miss or minimize vraming signs. In addition, private bankers may use their 
expertise in bank systems to evade what they may perceive as unnecessary “red tape” hampering 
the services their clients want, thereby evading controls designed to detect or prevent money 
laundering. 

Powerful Clients. Private bank clients are, by definition, wealthy. Many als’o exert 
political or economic influence which may make banks anxious to satisfy their requests and 
reluctant to ask hard questions. If a client is a government official with influence over the bank’s 
in-country operations, the bank has added reason to avoid offense. As we will see in the case 
histories that follow, government officials and other powerful clients can minimize bank 
inquiries simply by virtue of their stature. For example, when asked why ho never questioned a 
client about certain funds, one private banker told the Subcommittee staff that, because the client 
was a head of state, he felt constrained by “issues of etiquette and protocol.” 

Moreover, verifying information about a foreign client’s assets, business dealings, and 
community standing can be difficult for U.S. banks. The Federal Reserve found in its private 
banking review that foreign clients were particularly difficult for private bankers to assess due to 
a lack of independent databases of information, such as credit reports. One senior bank official 
told the Subcommittee staff that a key problem is developing tools to detect when clients may be 
misrepresenting their personal assets or business dealings, or supplying inaccurate documenta- 
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tion. While private banks routinely claim that their private bankers gain intimate knowledge of 
their clients, the case histories demonstrate that too often isn’t true. For example, in one case, a 
private banker was unaware for more than three years that he was handling the accounts of the 
sons of an African head of state. 

Culture of Secrecy. A culture of secrecy pervades the private banking industry. 
Numbered accounts at Swiss banks are but one example. There are other layers of secrecy that 
private banks and clients routinely use to mask accounts and transactions. For example, private 
banks routinely create shell companies and trusts to shield the identity of the beneficial owner of 
a bank account. Private banks also open accounts under code names and will, when asked, refer 
to clients by code names or encode account transactions. 

For example, in the case of Raul Salmas, Citibank’s private bank created a trust that was 
known only by a number and a shell company called Trocca, Ltd. to serve as the owner of record 
for accounts benefitting Mr. Salinas and his family. The private bank hid Mr. Salinas’ ownership 
of Trocca by omitting his name from the Trocca incorporation papers and naming still other shell 
companies as the shareholders, directors, and officers. Citibank consistently referred to Mr. 
Salinas in internal bank commiuiications by the code name “Confidential Client Number 2" or 
“CC-2." The private bank’s Swiss office opened a special name account for him under the name 
of “Bonaparte.” These are just some of the steps that the private bank took to meet Mr. Salinas’ 
requests for extreme secrecy in the handling of his accounts. 

Secrecy Jurisdictions. In addition to shell corporations and codes, a number of private 
banks also conduct business in secrecy jurisdictions such as Switzerland and the Cayman Islands, 
which impose criminal sanctions on the disclosure of bank information related to clients and 
restrict U.S. bank oversight. The secrecy laws are so tight, they even restrict intemal bank 
oversight. For example, if a bank’s own employee uncovers a problem in an office located in a 
secrecy jurisdiction, that employee is barred from conveying any client-specific information to 
colleagues in the United States, even though they are part of the same banking operation. The 
bank’s auditors and compliance officers operate under the same restrictions; any audit or 
compliance report sent out of the country must first be cleansed of client-specific information. 

If a bank employee in the United States wants more information about a problem in a 
secrecy jurisdiction involving specific clients, he or she has to fly to the secrecy jurisdiction to 
discuss the matter in detail or review documentation. Even then, the restrictions continue. For 
example, before allowing an employee to travel to Switzerland, private banks such as J.P. 

Morgan and Citibank require their employees to sign a non-disclosure statement, reminding them 
that Swiss law bars disclosing client information acquired in Switzerland to anyone, even their 
fellow bankers in the United States. 

If a U.S. private bank were to tell its Swiss office that an individual is suspected of 
money laundering and to close any accounts related to that individual, Swiss law bars the Swiss 
office from disclosing the existence of any such accounts. Then, if U.S. bank personnel wanted 
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to confinn the closure of any accounts, someone from the private bank would have to fly to 
Switzerland to do so. Upon returning, the private bank official could not, without breaking 
Swiss law, communicate any specific account information to senior bank management in the 
United States or to U.S. bank regulators. The bottom line, then, is that private bank personnel 
cannot have a frank discussion in the United States about what the private bank is doing in 
Switzerland without breaking Swiss law. 

Secrecy Restrictions on U.S. Bank Regulators. U.S. bank regulators operate under 
similar restrictions. The General Accounting Office report to the Subccmmttee provides 
comparative information about the bank secrecy laws in 20 jurisdictions, identiiydng those that 
prohibit the disclosure of client-specific bank information to U.S. bank regulators or bar U.S. 
regulators from conducting on-site examinations of U.S. bank operations. G.A,0 concludes; 

“[T] he key barriers to U.S. regulators’ oversight of offshore banking activities are 
secrecy laws that restrict access to banking infomiation or that prohibit on-site 
examinations of U.S. bank branches in offshore jurisdictions. An important challenge 
' that confronts efforts to combat money laundering is the extent to which such secrecy 
laws will continue to be barriers to U.S, and foreign regulators.” 

Once a matter becomes the subject of a criminal investigation, many secrecy jurisdictions 
provide a disclosure exception for law enforcement inquiries. But that exception may be invoked 
only by law enforcement personnel, acting in an official capacity through designated charmels; it 
cannot be used by bank regulators. 

Private banks not only choose to conduct business in these secrecy jurisdictions, some 
also build secrecy into their U.S. operations by restricting the client infonnation that can be kept 
in the United States. For example, one former private banker told the Subcommittee staff that he 
was prohibited by his bank from keeping any records in the United States linking shell 
corporations to their owners. He said that he had 30 - 40 clients, each of which had. r(p to fifteen 
shell corporations and, to keep track, he and other colleagues in the private bank used to create 
private lists of their clients’ shell companies. He said that he and his colleagues had to hide these 
“cheat sheets” from bank compliance personnel who, on occasion, conducted surprise inspections 
to eliminate this information from bank files. When asked why the bank would destroy 
information he needed to do his job effectively, the former private banker simply said that it was 
bank policy not to keep this information in the United States. 

During its review of the private banking industry, one of the issues addressed by the 
Federal Reserve was to determine whether U.S, private banks 'molding accounts in the name of 
shell companies were aware of the companies’ owners and had conducted sufficient due 
diligence to determine whether their funds were of suspicious origin. However, many of the 
private banks resisted providing information on their shell company accounts. 
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For example, in an exchange of letters in 1998, Bankers Trust initially declined providing 
any information to Federal Reserve examiners. After several discussions, the bank agreed to set 
up a database linking shell companies v/ith information about their beneficial owners, and 
promised to consult this database in the event of a U.S. regulatory inquiry or subpoena. But the 
catch was that Bankers Trust located the database on the Isle of Jersey. When the Federal 
Reserve asked if Bankers Trust would use the database to provide regulators with information 
about the owner of a shell company with a U.S. bank account. Bankets Trust responded that it 
would have to check with Jersey courts on a case-by-case basis. The point here is that no one 
forced Bankers Trust to establish its database on the Isle of lersey - the bank could have used the ■ 
state of New Jersey. The fact that Bankers Trust instead chose a foreign jurisdiction which 
routinely restricts access to information is another example of how a culture of secrecy raises 
money laundering concerns by impeding regulatory review of client accounts. 

Money laundering, of course, thrives on secrecy. Shell companies, code names and 
offices in secrecy jurisdictions are one more set of factors that make private banks attractive to 
money launderers. 

Culture of Lax Auti-Money Laundering Controls. In addition to a culture of secrecy, 
private banking operates in a corporate culture that is at times indifferent or resistant to anti- 
money laundering controls, such as due diligence requirements and account monitoring. 

The problem begins with the private banker who, in most private banks, is responsible for 
the initial enforcement of anti-money laundering controls. It is the private banker who is charged 
with researching the background of prospective clients, and it is the private banker who is asked 
in the fmst instance to monitor existing accounts for suspicious activity. But it is also the job of 
the private banker to open accounts and expand client deposits. John Reed, co-chairman of 
Citigroup with 30 years of banking experience, told the Subcommittee staff that, over time, 
private bankers tend to become advocates for their clients and lose the detachment needed to 
monitor their transactions. He also observed that private bankers often don’t have the 
temperament or discipline needed to ask clients detailed questions about their funds and 
transactions and to record the information provided on the proper forms. 

The fundamental problem is that private bankers are being asked to fill contradictory 
roles - to develop a personal relationship with a client and increase their deposits with the bank, 
while also monitoring their accounts for suspicious activity and questioning specific transactions. 
Human nature make.s these contradictory roles difficult to perfomi, and anti-money laundering 
duties often suffer. 

Private banks have dealt with this problem by setting up systems to ensure that private 
banker activities are reviewed by third parties, such as supervisors, compliance personnel or 
auditors. The Subcommittee staff investigation has found, however, that while strong oversight 
procedures exist on paper, in practice private bank oversight is often absent, weak or ignored. 
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Two examples of lax oversight came to light last year, when private bankers at two 
different banks were discovered to have evaded bank controls to commit yeais-Iong, multi- 
million dollar frauds. In one case, the head of the New York office of the BankBoston private 
bank, Ricardo Carrasco, apparently embezzled $60 million, by setting up multiple accounts 
which the private bank did not realize were related, allowing them to accumulate loans and 
overdrafts for 4 years, and then absconding with the funds. Carrasco is currently a fugitive. The 
second case involves a CitibarJc private banker with 10 years of experience, Carlos Gomez, who 
pleaded guilty in 1998 and is now serving a 4-year prison term, for defrauding the private bank 
of more than $23 million. He committed his fraud by issuing multi-million dollar loans to 
fictitious private bank clients secured by funds from existing accounts whose owners were not 
informed of the security arrangements. Gomez invested the loan proceeds, kept the earnings, and 
repaid the loans. He success&lly evaded bank controls for a number of years, including loan 
limits, overdraft limits, signature requirements, account reviews, and audits. 

In both instances, the private bankers were able to exploit vulnerabilities in their banks’ 
internal controls to commit frauds. A 40-page Federal Reserve report dated April 6, 1998, details 
the lack of controls at BankBoston which, in response, replaced the head of its private bank, 
removed a number of other oflioors, and revamped its procedures. The Gomez fraud was 
followed by a five-month compliance review and an action plan with multiple recommendations 
for tighter controls. These two cases show just how weak the internal controls were at these 
private banks, even in 1998. 

All of the private banks interviewed by the Subcommittee staff described a renewed 
effort, following the Federal Reserve’s 1996 review of the private banking industry, to improve 
their due diligence documentation for clients. The key documents, variously called “client 
profiles,” “know-your-customer files,” or “due diligence reports,” describe a client’s financial 
background, source of funds, and expected transactions. , The evidence shows, however, that in 
many instances, the private bankers either delayed or resisted improving the documentation. One 
private bank supervisor, asked why it was taking years to upgrade the documents, explained that 
private bankers viewed the documents as “time consuming” to complete and worried that listing 
a client’s sources of wealth raised “confidentiality concerns.” He said it was like “pulling teeth” 
to get them to complete the required forms. Another supervisor told the Subcommittee staff that 
the bank’s auditors did not understand how complicated and difficult it was to obtain the level of 
information they wanted. A private banker told the Subcommittee staff he viewed the effort to 
upgrade his client profiles as a paperwork exercise, akin to having “a teacher grade his 
homework.” Another told us that no one took the directives seriously until bonuses were 
threatened. Audits, compliance reviews, repeated deadlines and bonus threats are just some of 
the tools private banks have used over the past two years to coax their private bankers to improve 
the due diligence information in client files. The level of effort expended is itself proof of a 
culture of lax compliance with anti-money laundering controls. 
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Competition and Profitability. A final factor creating money laundering concerns is 
the ongoing competition among private banks for clients, due to the profitability' of the business. 
A 1 997 Federal Reserve report on private banking states: “As the target market for private 
banking is growing, so is the level of competition among institutions that provide private 
banking services.” Private banks interviewed by the Subcommittee staff confirm that the market 
remains highly competitive; most also reported plans to expand operations. The dual pressures 
of competition and expansion are disincentives for private banks to impose tough anti-money 
laundering controls that may discourage new business or cause existing clients to move to other 
institutions. 


Private Banking Products And Services 

In addition to the general factors cited above, the actual products and services offered by 
the private bank also create opporinnitiss for money laundering. 

Multiple Accounts. A striking feamre of the private bank accounts examined is their 
complexity. Private bank clients often have many accounts in many locations. Some arc 
personal checking, money market or credit card accounts. Others are in the name of one or more 
shell companies. Multiple investment accounts are common, including mutual funds, stocks, 
bonds and time deposits. One private banker said it was common for his clients to have multiple 
shell companies, each with one or more accounts. 

In addition, no private bank currently has a database which automatically aggregates all 
of the infonnation related to a single client. A few banks are in the process of installing systems 
that will attempt to centralize client information and identify related accounts using different 
names, but even these systems will be heavily dependent upon private banker updates. In 
addition, information on accounts in secrecy jurisdictions may be excluded or not folly integrated 
into the database due to those Jurisdictions’ secrecy laws. 

The reality right now' is that private banks allow clients to have multiple accounts in 
multiple locations under multiple names and do not aggregate the information. This approach 
creates vulnerabilities to money laundering by making it difficult for banks to have a 
comprehensive understanding of their own client’s accounts. In addition, it complicates 
regulatory oversight and law enforcement, by making it nearly impossible for an outside 
reviewer to be sure that all private bank accounts belonging to an individual have been identified. 

Secrecy Products. Most private banks offer a number of products and services that 
shield a client’s ownership of funds. They include offshore trusts and shell corporations, special 
name accounts, and codes used to refer to clients or fund transfers. 

All of the private barks interviewed by the Subcommittee staff made routine use of shell 
corporations for their clients. These shell corporations are often referred lo as “private 
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investment corporations” or PICs. They are usually incorporated in jurisdictions such as the 
Ca 3 rraan Islands or Channel Islands which restrict disclosure of a PIC’s beneficial owner. Private 
banks then open bank accounts in the name of the PIC, allowing the PIC’s owner to avoid 
identification as the accounthoider. 

It is not unusual for private bank clients to have multiple PICs and use these PICs to hold 
accounts and conduct transactions. Some private banks will open accounts only for PICs they 
incorporate and manage, while others will do so for PICs incorporated and managed by someone 
else, such as the client. These so-called “client-managed PICs” create additional money- 
laundering risks, because the private banks do not control and may not even know the activities, 
assets and complete ownership of the PIC holding the account at the private bank. Some private 
banks go a step further and open accounts for client-managed PICs whose ownership is 
determined by whomever has physical possession of the PIC’s shares. These so-called “bearer- 
share PICs” pose still greater money-laundering risks because, unless a bank maintains physical 
possession of the shares, it is impossible to know with certainty who, at any given moment, is the 
PIC’s true owner. While most private banks interviewed by the Subcommittee staff did not have 
any accounts held by bearer-share PICs, the Chase Manhattan private bank indicated it had 
accounts for about 1500 bearer-share PICs. As pa.-!: of its industry-wide review, the Federal 
Reserve identified bearer-share PICs as an area of concern and asked private banks to develop a 
list of these accountholders, to review the due diligence on record for them and their beneficial 
owners, and to consider closing the accounts in favor of PICs with documented ownership. 

The case histories to be examined today include many examples of shell corporations 
functioning as accountholders for clients, including Trocca, M.S, Capricorn Trading, Tendin 
Investments, and Morgan Procurement. The case histories also include special name accounts 
such as “Bonaparte,” “OS,” and “Gelsobella.” Three of the four case histories also had code 
names or systems for encoding fund transfers. 

Movement of Funds. Client account transactions at private banks routinely 'involve 
large sums of money. The size of client transactions increases the ba-uk’s vulnerability to money 
laundering by providing an attractive venue for money launderers who want to move large sums 
without attracting notice. In addition, most private banks provide products and services that 
facilitate the quick, confidential and hard-to-trace movement of money across jurisdictional lines. 
For example, private banks routinely facilitate large wire transfers into, out of and among client 
accounts, in multiple countries. Several private bankers told us that many of these transfers take 
place with minima! or no notice from the client and sometimes involve parties and accounts with 
which the private banlcer is unfamiliar. It is a situation that invites money laundering. 

Some private banks move funds for clients through concentration or suspense accounts, 
which are accounts established by private banks for administrative purposes to hold funds from 
various destinations prior to depositing them into the proper accounts. Client funds which come 
into a private bank may pass tlirough a concentration account on the way to the client’s own 
account. The problem arises when a private bank allows clients to move funds through the 
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bank’s concentration account and onto another destination, without ever passing through an 
aecoimt belonging to the client. When that happens, the funds are never associated in bade 
records with a paiticular client. The Federal Reserve has warned against this practice, stating: 

“[I]t is inadvisable from a risk management and control perspective for institutions to 
allow their clients to direct transactions through the organization’s suspense accounts(s). 
Such practices effectively prevent association of the clients’ names and account numbers 
with specific account activity, could easily mask unusual transactions and flows, the 
monitoring of which is essential to sound risk management in private banking, and could 
easily be abused.” 

The Citibank private bank used a concentration account to move over $80 million for Raul 
Salinas. Citibank has since prohibited its private bank from using its concentration account for 
client transactions, but other private banks continue to do so. 

Credit Another common private bank service involves the extension of credit to clients. 
Several private bankers told the Subcommittee staff that private banks urge their private bankers 
to convince clients to leave their deposits in the bank and use them as collateral for large loans. 
This practice enables the bank to earn a fee not only on the deposits under their managetnent, but 
also on the loan. This practice also, however, creates vulnerabilities for money laundering, by 
allowing a client to deposit questionable frinds a.nd replace them with “clean” money from a loan. 
In addition, because the client loans are fully collateralized by assets on deposit with the bank, 
the bank may not scrutinize the loan purpose and repayment prospects as carefully as for a 
conventional loan, and may unwittingly further a money launderer’s efforts to hide illicit 
proceeds behind seemingly legitimate transactions. The Federal Reserve has warned private 
banks about tliis practice from a risk management perspective: 

“If credit is extended based on collateral, even if the collateral is cash, repayment is not 
assured. For example, collateral derived from illicit activities may be subject to 
govenunent forfeiture. Accordingly, when extending secured private banking loans, 
institutions should be satisfied as to the source and legitimacy of the client’s collateral, 
the borrower’s intended use of the proceeds and the source of repayment,” 


Citibank Private Bank Case Histories 

Four case histories illustrate the vulnerability of private banks to money laundering. The 
case histories are drawn from Citibank, the largest bank in the United .States with over S700 
billion in assets. Citibank operates one of the country’s largest private banks. IthasoverSlOO 
billion in client assets in private bank offices in over 30 countries, which is the largest global 
presence of any U.S. private bank. It is continuing to expand. Citibank’s private bark is also no 
stranger to controversy. From the Salinas scandal in 1995 , to the Zardari scandal in 1997, to the 
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Carlos Gomez fraud in 1998, if any private bank bas had reason to review its anti-money 
laundering controls, Citibank has. Of the 40 private banks reviewed by the Federal Reseree 
during its industry wide examination of private banking, only one — Citibank — was reviewed in 
detail by Federal Reserve examiners three years in a row. It is a private bank that has struggled 
with a wide range of anti-money laundering issues. 

Citibank private bank has implemented policies, internal systems, and employee training 
programs to combat money laundering. But its record during the 1990s is marked by years of 
poor audits, three consecutive years of regulatory criticism, and repeated difficulties related to 
troubled accounts. Citibank’s experience underscores the fact that even private banks with ample 
resources may have inadequate anti-money laundering controls. 


Citibank Private Bank During the 1990s 

The Citibank private ba,nk has been in existence for many years in various forms. During 
the 1990s, it has experienced steady growth, and today has thousands of employees and hundreds 
of private bankers in over 30 locations throughout the world. The Citibank private bank has also 
changed leadership four times in ten years, with the newest chief executive having taken office 
last month. 

During the 1 990s, the private bank has operated with four divisions: the Western 
Hemisphere Division which includes the United States, Canada and Latin America; the EMEA 
Division which includes Europe, the Middle East and .Africa; the Japan Division; and the 
Asia/Paoific Division which includes Hong Kong and Singapore. The private bank has also 
operated in tandem with four affiliated trust companies, called “Cititrast” in the Bahamas, 
Cayman Islands, and the Isle of Jersey; and “Confidas” in Switzerland. These trust companies 
help establish and administer trusts and shell corporations for Citibank private bank clients. 

During the first half of the 1990s, the private bank’s headquarters were located in 
Stvitzerland, and the four divisions operated fairly independently. After the Salmas scandal in 
1 995, the headquarters moved from Switzerland to New York, and the private bank began an 
effort to centralize management of its divisions under a single set of policies. 

Anti-Money Laundering Program. During the 1990s, the primary elements of the 
private bank’s anti-money laundering program have remained the same, although particular 
policies, procedures and systems have been clarified or strengthened over time. The primaiy 
elements include: (1) obtaining due diligence information on a client prior to opening an 
account, recording that information on a “client profile,” and updating the client profile annually 
based upon contacts during the year; (2) establishing a client transaction profile with anticipated 
levels of activity, and monitoring the account for unusual activity; and (3) reporting any 
suspicious activity internally and, if appropriate, to the U.S. government through a Suspicious 
Activity Report. 
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The private banker with primary responsibility for a client is charged with meeting the 
due diligence requirements. These requirements include ascertaining the true identity of the 
client, obtaining references, and determining the client’s background and source of funds. The 
private bank has also specified several categories of “high risk accounts” requiring added due 
diligence and monitoring. These categories include clients in high risk geographic areas, such as 
countries identified by the U.S. State Department as at high risk of drug trafficking; clients 
engaged in high risk businesses, such as casinos or currency exchanges; clients who are “public 
figures”; and clients who become the subject of adverse rumors or media stories. In addition, the 
private bank has engaged in training, and has implemented internal audit procedures designed to 
test compliance v/ith its anti-money laundering controls. 

Audit Results. During the 1990s, the private bank was subjected to repeated criticisms 
in internal audits and regulatory reviews. Citibank’s own auditors provide audit ratings on a 
scale of 1 to 5, with 1 being the worst score and 5 the best In 1995 and 1996, these internal 
audits gave a number of private bank units in the United States, Europe and Asia ratings of “2" 
and “3,” which private bank personnel ioM the Subcommittee staff are failing scores. Many of 
the audits identified anti-money laundering deficiencies, including noncompliance with bank 
anti-money laundering policies, inadequate client information, and inadequate monitoring of 
client transactions. 

For example, a 1995 audit of nine European offices found that the office managers had 
“not enforced the development and implementation of compliance programs” required by the 
private bank. A 1995 audit of a U.S. unit responsible for establishing and administering client 
trusts did "not perform effective [know-your-customer] procedures before accepting account 
referrals fimm Private Bankers. As a result, customers attempting to launder money may not be 
identified.” A 1995 audit of the Singapore private bank office found major control and 
documentation problems, including a lack of training and oversight and inadequate compliance 
with know-your-customer policies. A 1995 audit of the Monaco private bank office found that 
“80% of the Unit’s client base [is classified] ‘high risk’ using the Legal Affairs Office criteria for 
money laundering. Although the unit has estabbshed ‘Know Your Customer’ policies, there is 
no effective transaction profile monitonng for high risk clients.” 

A 1 996 audit of private bank offices handling Latin American clients found four “major 
deficiencies” which “increasejd] the exposure to money laundering schemes and internal fraud.” 
The audit stated that it “seems the Unit’s priority was to focus on customer service, even when it 
meant that internal controls would be compromised.” A 1996 audit criticized the Bahamas and 
Cayman Islands trust companies for failing to obtain “adequate Know' Your Customer (KYC) 
information from Private Bankers to enable them to assess money laundering risk and 
suitability.” The audit report stated; “This concern is heightened by the confidential nature of the 
off-shore business and exposes [the trust companies] ... to civil penalties, criminal charges, and 
negative publicity. ... [A]lmost all (92%) existing. Private Banker-linked accounts tested were 
missing one or more key elements of KYC documentation.” 
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The bank auditors were particularly critical of the private bank’s headquailers in 
Switzerland, giving it failing “2" audit ratings in several audits. In December 1995, due to 
continued deficiencies, the auditors assigned the office a rating of‘T,” the only 1 audit rating 
given to any private bank unit in recent years. A cover memorandum stated, “Such a rating 
indicates this office is operating in a severe[ly] deficient manner, with a lack of policy and 
procedure implement[ation] as well as ... less than acceptable internal controls.” 

Regulatory Reviews. The private bank’s poor audit ratings caught the attention of the 
Federal Reserve during its review of the private bank in 1996. The result was that the Federal 
Reserve conducted three consecutive audits of the private bank, the only one of 40 banks which 
received that level of attention. In 1 996, a Federal Reserve examiner noted in an internal review 
document that the private bank’s Swiss headquarters had received the “worst possible audit 
rating” in December 1995, and wrote that it appeared poor audit scores were “not taken 
seriously” within the private bank, although the bank was trying to change. 

In 1997, Federal Reserve examiners stated in internal documents that the Citibank private 
bank lagged behind other private banks they had reviewed. One examiner wrote that, compared 
to its peers in the second district. Citibank private bank’s policy “meets standards [and] it is more 
detailed ... [but] practice lags behind the pack.” The examiner wrote that the private bank is 
“getting started later, [its] control environment is weaker, and [its] risk tolerance is greater.” The 
examiner noted that, within Citibank itself, “the private bank ... significantly lags behind the rest 
of corporation in achieving acceptable audit ratings.” The examiner wrote: 

“The auditors are a key asset of [the private bank]. The problem is that for years audit 
has been identifying problems and nothing ahs been done about it. In 1992 [the private 
bank had] 66% favorable audits - in 1997 the percentage of favorable audits was 62%. ... 
It appears that there are no consequences for bad audits - as long as [the private bank] 
meets their financial goals.” 

With respect to anti-money laundering issues, the examiner wrote in 1997 that, “In spite 
of the progress made since the prior inspection, significant KYC deficiencies have not yet been 
addressed. Management must ensure that appropriate measures are taken to complete the client 
profiles, document sources of wealth, monitor transactions and identify suspicious account 
activity.” 

The Federal Reserve examiners also commented unfavorably in 1997, on the private 
bank’s Swiss headquarters. One examiner wrote: 

“Historically [the private bank] was very decentralized with the marketing heads having a 
lot of autonomy, and [the] head office was located in Switzerland. Under this structure 
the corporate culture of the [private bank] did not foster ‘a climate of integrity, ethical 
conduct and prudent risk taking’ by U.S. standards.” 
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The examiner stated that, with respect to Switzerland, “historical control problems remain 
ttnresolved. resulting in unacceptable audit ratings. The internal audit ratings for the Swiss Front 
Office and Swiss Investment Services have been unacceptable since 1 992 and 1 994, 
respectively.” In another 1997 document, an examiner reported being told that Citibank’s “Swiss 
bankers think that the US KYC effort is an attempt to undermine Swiss banking.” and that the 
Swiss office “thinks they do not need to comply with the control policies because they only deal 
with the very rich and their clients are above reproach.” After the Swiss office received two 
additional “2" audit ratings for certain operations in 1997, the Federal Resen'e examiner 
attributed the continuing “bad audits” in the Swiss office “in part to the fact that senior 
management responsible for these problems are still in charge.” The examiner said that, when 
asked about the continued presence of these managers, private bank personnel responded, ‘“ask 
the Chairman why they still work there.’” 

During the same period, 1996-1997, Citibank’s primary regulator, the Office of the 
Comptroller of Currency (OCC) also reviewed the private bank and expressed many of the same 
concerns as the Federal Reserve and Citibank’s own auditors. The multi-million dollar fraud 
committed by the private banker Carlos Gomez, which came to light in early 1998, raised 
additional regulatory concerns about weak controls and inadequate management oversight in the 
private bank. 

In February 1998, during their regular annual meeting with Citibank board members, the 
Federal Reserve and OCC discussed their concerns about the private bank. According to talking 
points prepared for the meeting, the Federal Reserve indicated that the private bank had 
“significant weaknesses in internal controls that expose Citibank to excessive legal and 
reputational risk.” It also conveyed concern about the “length of time” the private bank was 
taking to correct deficiencies and the “relative slowness of progress [which is] out of keeping 
with management’s decisive reaction to other control weaknesses.” The Federal Reserve 
recommended that Citibank conduct a “fundamental review” of the private bank by mid-199S, 
and that the Board’s Audit Committee review private bank issues on a quarterly basis. 

Senior Bank Management Oversight. Poor audit results, ongoing regulatory reviews, 
and the Salinas and Zardari scandals elevated the private bank’s problems to the attention of 
Citibank’s senior management. The Chairman of the Audit Committee of Citibank’s Board of 
Directors, Robert Shapiro, an outside director who is also chief executive officer ofMonsaiito, 
told the Subcommittee staffthat, during his tenure as committee chairman from 1996 until 1998, 
the private bank became one of a handful of issues he focused on. He said that he was troubled 
not only by the repeated low audit scores, but also by the private bank’s repeated failure to meet 
deadlines for corrective action. He said that he personally talked to Citicorp's CEO John Reed 
about the need to take action. He said that Mr. Reed responded by taking a personal interest in 
addressing the private bank problems. 

Among other actions, in May 1997, Mr. Reed replaced the head of the private.bank. He 
selected Shaukat Aziz, a longtime Citibank executive not previously associated with tlie private 
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bank. He told the Subcommittee staff that he charged Mr. Aziz with improving what Mr, Reed 
called the private bank’s “lousy audits.” He indicated that he also asked Mr. Aziz to review the 
private bank’s handling of public figures accounts, and to initiate the “fundamental review” of 
the private bank requested by bank regulators. In a November 1997 letter to the Board of 
Directors, Mr. Reed wrote the following; 

“I spent a day being interviewed by the Department of Justice on the Salinas affair. As a 
legal issue, I continue to think that we are on very solid ground. However, I am more 
than ever convinced that we have to rethink and reposition the Private Banking business. 
... Much of our practice that used to make good sense is now a liability. We live in a 
world where we have to worry about ‘how someone made his/her money’ which did not 
used to be an issue. Much that we had done to keep Private Banking private becomes 
‘wrong’ in the current environment. The business itself is very highly attractive and there 
!S no reason why we cannot pursue it in a sound way but it will take an adjustment.” 
[CS7463] 

That adjustment apparently has not been a smooth one and is still underway. In July 
1998, Mr. Aziz presented a new private bank strategy to the Citibank Audit Committee, 
recommending among other measures that the bank move away from “secrecy” and instead 
emphasize producing good investment returns for its clients. He also recommended taking steps 
to change the private bank’s culture of lax internal controls. These controls were a sensitive 
matter throughout 1998, not only because of the Carlos Gomez fraud in January, but also 
because, in May 1998, ten days after Citibank had agreed to purchase Banca Confia in Mexico, 
that Mexican bank was indicted by the United States Justice Department for engaging in money 
laundering. 

After receiving approval of the Audit Committee and senior bank management of the 
proposed 1998 strategy, Mr. Aziz began making personnel changes at the private bank, including 
firing a longtime senior manager in Switzerland, Phillipe Holderbeke, and altering the private 
bank’s leadership team. On the issue of public figure accounts, in late 1998 and early 1999, over 
the objection of some longterm private bank employees, he ordered a number of longstanding 
public figure accounts to be closed. 

In October 1999, after accepting an appointment as finance minister of Pakistan, his 
home country, Mr. Aziz left the private bank. He was replaced by Todd Thomson, a former 
Travelers Croup executive. 
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Four Case Histories 

It is against this backdrop of growth, leadership and organizational change, poor audits 
and increasing regulatory and management oversight, that the four case histories involving 
accounts at the Citibank private bank should be analyzed. These case histories span the years 
1992 to the present They involve private bank clients in Latin America, Asia, and Africa. 

Each case history involves either a head of state or a close relative - clients who fall into 
a category which the private bank calls “public figures.” Public figure accounts, by longstanding 
policy, are subject to the private bank’s highest levels of scrutiny, including requirements for 
senior management approval-prior to opening an account, heightened monitoring, and annual 
reviews of account developments by the private bank head. The private bank’s policy does not 
specify the criteria to be used in evaluating prospective or existing public figure clients, but 
instead requires each account to be handled on a case-by-case basis. These four case histories 
will help convey a sense of the private bank’s practices over time and how issues of due 
diligence, secrecy and anti-money laundering controls were actually handled. The case historie.s 
convey issues related not only to Citibank's policy and practice, but also to inherent problems in 
the private banking industrj' - the difficulty of evaluating clients, monitoring their transactions, 
and creating a private banking culture sufficiently sensitive to money laundering. 

(1) Raul Salinas Case History 

The Facts 

The first case history involves Raul Salinas, brother of the former president of Mexico, 
Carlos Salinas. Raul Salinas was trained as a civil engineer. For five years during the late 
1980s, he was director of planning for Conasupo, a state-run agency that regulated certain 
agricultural markets, with an annual salary of up to $190,000. From 1990 until mid;1992, 

Salmas was a consultant at an government antipoverty agency, called Sedesol. 

In January 1992, Carlos Hank Rhon, a prominent Mexican businessman and longtime 
client of Citibank private bank, telephoned his private banker, Amy Elliott, and asked her to meet 
with him and Raul Salinas that same day. Ms. Elliott was Citibank’s most senior private banker 
in New York handling Mexican clients. She handled only seven or eight accounts personally, 
while supervising other private bankers in the New York office handling Mexican clients. 

At the meeting in New York, which was attended by Ms. Elliott and a more senior private 
bank manager Reynaldo Figueiredo, Mr. Hank provided the bank with a strong personal 
reference for allowing Mr. Salinas to open an account. In May 1992, Ms. Elliott flew to Mexico 
and obtained Mr. Salinas’ signature on account opening documentation. She proposed accepting 
him as a client without investigating his employment background, financial background or 
assets, and waiving all references other than the one provided by Mr. Hank. The head of the 
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Western Hemisphere Division in the private bank, Edward Montero, approved opening the 
account. The private bank’s country head in Mexico, Albert Misan, was not consuited, and 
apparently did not learn of the account until 1993. In June 1992, Ms. Elliott wrote in a monthly 
business report that Salinas accounts had “[p]otential in the S15-$20MM range.” 

Structure of the Relationship. After accepting him as a client, the private bank opened 
multiple accounts for Mr. Salinas and his family. The New York office opened 5 accoimts for 
Mr. Salinas and his family members. The private bank’s trust company in Switzerland, 

Confidas, talked to Mr. Salinas about opening additional accounts in the name of a shell 
corporation. A Confidas employee wrote in June of 1992; 

“[T]he client requires a high level of confidentiality in view of his family’s political 
background, ... This relationship will be operated along the lines as Amy’s ‘other’ 
relationship; ie she will only be aware of the ‘Confidential accounts’ and not even be 
aware of the names of the underlying companies. ... [PJlease note for the record that the 
client is extremely sensitive about the use of his name and does not want it circulated 
within the bank. I believe Amy’s ‘other’ client has a similar arrangement. In view of this 
client’s background, I think we’ll need a detailed reference from Amy with Rukavina’s 
sign-off for our files.” 

The detailed reference was never provided, nor was Mr. Rukavina’s sign-off obtained, but 
Cititrust in the Cayman Islands activated a Cayman Islands shell corporation called Trocca Ltd, 
to serve as the owner of record for private bank accounts benefitting Mr. Salmas and his family. 
Cititrust used three additional shell companies, sometimes called “nominee companies,” to 
fiinction as Trocca’s board of directors - Madeline Investments SA, Donat Investments S A, and 
Hitchcock Investments SA. Cititrust used three more nominee companies to serve as Trocca’s 
officers and principal shareholders - Brennan Ltd., Buchanan Ltd. and Tyler Ltd. Cititrust 
controls all six of these nominee companies, and routinely uses them to function as directors and 
officers of shell companies owned by private bank clients. Approximately one year later, 

Cititrust also established a trust, identified only by a number (PT-5242), to serve as the owner of 
Trocca. 


The result of this elaborate structure was that the Mr. Salinas’ name did not appear 
anywhere on Trocca’s incorporation papers. Separate documentation establishing his ownership 
of Trocca was maintained by Cititrust in the Cayman Islands, under secrecy laws restricting its 
disclosure. 

The private bank did not disclose the name of the Salinas shell company to any private 
bank personnel other than Cititrust and Confidas personnel who administered the company, and 
Swiss bank personnel required by Swiss law to know the beneficial owner of a Swiss account. 
Even Ms. Elliott did not know the name of the shell corporation. In addition, the private bank 
did not use Mr. Salinas’ name in bank communications about his accounts, but instead referred to 
him as “Confidential Client Number 2” or “CC-2.” “CC-1" was the code used to refer to Carlos 
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Hank Riion. 

After Trocca was established, the private bank opened investment accounts in London 
and Switzerland in the name of Trocca. The private bank personnel managing the investment 
accounts in London were not told who owned Trocca. Later, in 1994, the private bank opened a 
special name account in Switzerland for Mr. Salinas and his wife under the name of “Bonaparte.” 
During the meeting with Mr. Salinas to establish the Bonaparte account, Confidas personnel 
again noted Mr. Salinas’ extreme concern about secrecy. A memo written about the meeting 
included the following: 

“During the meeting the client made several remarks addressing his concern for 

‘confidentiality’, so we offered him comfort by reminding him of our procedures and the 

nature of our business ” 

The private bank did not open any accounts for Mr. Salinas in Mexico. 

Movement of Funds. After his accounts were first opened, Mr. Salinas made an initial 
1992 deposit of $2 million. The funds were deposited through two wire transfers firom an 
account belonging to Mr. Hank, who told Ms. Elliott the funds had been given to him by Mr. 
Salinas for a business deal which did not go forward. The funds were divided between the 
Salinas accounts in New York and the Trocca investment accounts in London and Switzerland. 

In May 1993, Ms. Elliott met with Mr. Salinas and his fiance, Paulina Castanon, at Mr. 
Salinas’ home in Mexico. She told the Subcommittee that Mr. Salinas said he had decided to 
move funds out of Mexico to his London and Swiss accounts to avoid the financial volatility that 
traditionally accompanied Mexican elections, then scheduled in 1994. She said that he also told 
her he did not want anyone to know he was moving funds out of the country, because the 
information might negatively impact his brother and the Salinas administration. She said that 
Mr. Salinas informed her that he wanted to use cashiers checks and asked if Citibank could 
accommodate that request. Ms. Elliot informed the Subcommittee that for greater confidentiality 
it was decided that Ms. Castanon would present the checks to the Mexico City office of Citibank 
using her middle names, Patricia Rios. 

Ms. Elliott told the Subcommittee that she agreed to talk to Citibank’s personnel in 
Mexico about these arrangements, since she had not had other clients use cashiers checks to 
move funds to New York. The type of cashiers check at issue was a check written by a bank on 
its own account, so that the bank itself served as the payor of the amount. Ms. Elliott said she 
checked with the private bank’s Mexico country head, Albert Misan, who worked in the Mexico 
City office, about using the cashiers checks, and he approved tlie arrangements. Mr. Misan later 
told the Subcommittee that Ms. Elliott did not clear the arrangements with him beforehand, but 
he learned of them later and allowed them to continue. 

Ms. Elliott then arranged a meeting between a service officer in the Mexico City office 
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and Ms. Castanon, whom Ms. Elliott introduced as Patricia Rios. Ms. Elliott directed the service 
officer to accept cashier checks from Ms. Rios, convert them from pesos into U.S. dollars, and 
then wire transfer the funds to Ms. Elliott’s attention using the New York concentration account. 
The concentration account is an account which the New York private bank uses for 
administrative purposes, commingling fluids from various sources prior to transferring them to 
other accounts. This account was not designed to be used by clients. 

Although Ms. Elliott indicated that these arrangements were established in May 1993, six 
months earlier two cashier checks totaling about $1 million had been converted from pesos to 
dollars in Mexico, and sent to the New York concentration account to the attention of Ms. Elliott. 
Some of the funds were forwarded to Trocca accounts in London and Switzerland, setting the 
pattern for the 1993 and 1994 checks. InMay and June 1993, in a period of less than 3 weeks, 
seven cashiers checks were presented to Citibank’s Mexico City branch, totaling $40 million. 
This amount far exceeded Ms. Elliott’s initial estimate of the account’s potential size; however, 
the account documentation contains no evidence of any inquiry to check on the source of funds. 


By the end of June 1994, the total funds in the Salinas accounts originating from Mexican 
cashiers checks had reached $67 million. In a June 29, 1993 email, Ms. Elliott wrote to a 
colleague in Switzerland: “This account is turning into an exciting profitable one for us all[.] 
[M]any thanks for making me look good.” [CB022908.] 

Additional cashier checks followed throughout 1993 and 1994. In a two week period in 
January 1994, for example, four cashiers checks totaling $19 million were transferred from 
Mexico through the New York concentration account to the Trocca accounts in London and 
Switzerland. Altogether, between October 1992 and October 1994, about $67 million was 
moved from Mexico using Mexican bank cashiers checks and the New York concentration 
account. In excess of $20 million was transferred to Salinas accounts through other means, for a 
grand total in excess of $87 million. 

All of the cashiers checks used in Mexico named Citibank as the payee, rather than Mr. 
Salinas, Paulina Castanon or Patricia Rios. When asked whether the private bank was aware of 
the origin of the funds used to obtain these cashiers checks, Ms. Elliott indicated that no one had 
made the necessary inquiries. Both Ms. Elliott and Mr. Misan informed the Subcommittee that 
the private bank did not attempt to determine if Mr. Salinas had accounts at the banks that issued 
the checks or whether any accounts that existed at the banks were large enough to support the 
size of the checks presented to Citibank. 

When asked why the private bank used this method to transfer the Salinas funds, Ms. 
Elliott explained that she was attempting to meet Mr. Salinas’ request for the confidential 
movement of his funds from Mexico. The GAO report states that the method, in fact, 
“effectively disguised the funds’ source and destination, thus breaking the funds paper trail. 

This break in the paper trail was due primarily to three factors: (1) the cashiers checks named 
only banks as the payor and payee; (2) the cashiers checks were handled by Citibank in Mexico 
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for a non-account holder using an alias; and (3) the funds passed through the private bank’s 
concentration account in New York, bypassing any specific client account and further obscuring 
the true source and ultimate destination of the funds. The GAO report states: 

“Citibank ... acknowledged that the fund transfers could have been wired to the Salinas 
checking account in Citibank New York or directly to Citibank London or Citibank 
Switzerland, thus retaining a paper trail. The [Citibank] representative stated, however, 
that Citibank had believed that the movement of the funds could be expedited by having 
them deposited first to the Citibank concentration account. When asked, the Citibank 
representative could not explain how the transfers were thus expedited.” 

In addition to moving funds from Mexico, the private bank also performed other services 
for Mr. Salinas. In 1 994. the private bank issued him a loan of $3 million, secured by his 
deposits. The private bank also provided bill payment services and credit cards. In 1994, it 
activated a second shell company, Birchwood Heights, Ltd. to hold real estate that Mr. Salinas 
had acquired in the U.S. through another Bahamian PIC. In January 1995, the private bank 
agreed to Mr. Salinas’ request to transfer $5 million to an account at Julius Baer Bank, “through 
another bank” to disguise the origin of the funds. [CB023414] Citibank routed the funds first 
through its own New York concentration account and then to Julius Baer Bank s correspondent 
account at Chase Manhattan Bank in New York. [CB023412-13.] 

Citibank has calculated it received over $2 million in fees associated with the Salinas 
accounts, from 1992 to 1996. [CB021344] Additional fees have accumulated since then. 

Due Diligence. In early February 1995, the Mexican press reported that Mr. Salinas was 
under suspicion of being involved with the murder of his former brother-in-law, Ruiz Massieu, a 
leading Mexican politician. According to Ms. Elliott, in a meeting previously scheduled to 
discuss other matters, she asked Mr. Salinas about the allegation. He described it as politically 
motivated and denied any involvement. On February 28, 1995, Mr. Salinas was arrested and 
imprisoned in Mexico on suspicion of murder. 

On the day following the arrest, a number of telephone conversations took place between 
private bank personnel in New Y ork, London and Switzerland. The telephone conversations to 
London were recorded on an automatic taping system. The tape transcripts indicate that the 
private bank’s initial reaction to the arrest was not to assist law enforcement, but to determine 
whether the Salinas accounts should be moved to Switzerland to make discovery of the assets 
and bank records more difficult. This suggestion was made by the head of the private bank at the 
time, Hubertus Rukavina, and discussed by several employees. It was not acted upon, apparently 
because it was agreed that London bank records would disclose the funds transfer to Switzerland. 
Private bank employees also tried to determine whether to require immediate repayment of an 
outstanding $3 million loan that had been made to Trocca, so that if the funds in the Trocca 
accounts were frozen by authorities. Citibank funds would not be at risk. 
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Citibank transcripts indicate that after Mr. Salinas’ arrest, Citibank officials responsible 
for the account in Europe asked Ms. Elliott to prepare a more detailed analysis of the origin of 
client’s funds so that they “could be more comfortable about it.” Ms. Elliot said that one step she 
took to comply with the request was to review the client profile for the account in the private 
bank’s client database, known as the Client Account Management System or CAMS. The 
private bank’s due diligence policies required private bankers to include information in the client 
profile about the client’s business background and source of wealth. Ms. Elliott told the 
Subcommittee staff that when she reviewed the Salmas profile, she discovered that in the three 
years the accounts had been open — in clear violation of bank policy — she had never completed 
the required information on his business background or source of wealth. The profile was blank. 
She said she added the information to the client profile on the day that she discovered the 
omission, using the information that she had at hand. 

The absence of any information in the Salinas profile nearly three years after the account 
had been established is striking because during this same period, 1992 until 1995, top leadership 
in the Western Hemisphere Division had sent numerous, strongly worded memoranda urging, 
and ultimately ordering, its private bankers to complete and update information on their client 
account profiles. Several internal audits had specifically identified incomplete client profiles as a 
problem. As the supervisor of the Mexican team in New York, Ms. Elliott was responsible for 
implementing Division policy and corrective action plans responding to audit findings. 

When Ms. Elliott filled out the client profile, she wrote that Mr. Salinas was a civil 
engineer, a “member of the Mexican political and social elite,” and was “known to have owned a 
construction company ... until some time late 1992 or early 1993, and to have participated in 
major construction projects.” Ms. Elliott acknowledged to the Subcommittee staff that neither 
she nor anyone else at the private bank had ever verified the existence of the construction 
company or the projects it had handled. Ms. Elliott said that Mr. Salinas had told her of a 
construction company he was thinking of selling, and Mr. Hank had told her that the sale had 
gone through and Mr. Salinas had “done very well.” She admitted, however, that she did not 
know the company’s name, to whom it was sold, when the sale took place, the amounts involved 
or the profits realized - nor had she made any effort to obtain that information. 

On March 3, 1995, Ms. Elliott sent a memorandum to her Division head, Mr. Montero, 
explaining “the basis for the acceptance of this account, during 1992.” [CB7178] The 
memorandum describes her initial meeting with Mr. Salinas and Mr. Hank, and reports a 
statement by Mr. Salinas that “he had several banking relationships, including a ‘sizeable 
account at a Swiss bank.”’ The memorandum notes that Mr. Salinas was the member of a 
prominent Mexican family “known to be wealthy,” had business dealings with Mr. Hank, and 
was married to Paulina Castanon who was “known to have received a large cash settlement after 
her divorce.” The memorandum makes no mention of a construction company. 

In her interview with Subcommittee staff, Ms. Elliott indicated that she listed the Salinas 
family wealth as a possible source of the fimds in the accounts, because Mexican families have a 
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tradition of bestowing some portion of the parents’ wealth on their children, and she thought that 
might have happened in this instance. However, there is no evidence that she attempted to verify 
through Mr. Salinas or by any other means that family funds were a source of the funds in the 
Salinas accounts. 

Ms, Elliott told the Subcommittee staff that, in early 1995, her superiors seemed satisfied 
with the way she had opened and managed the Salinas accounts, but a decision was also made, 
due to the arrest, to turn over management of the accounts to the private bank s legal department. 

Closing the Account. According to Ms. Elliott, three to four weeks after Mr. Salinas had 
been arrested, the issue was still generating a great deal of publicity. Mr. Montero, Mr. Misan 
and the private bank attorney for the Western Hemisphere Division, Sandra Lopez Bird, 
informed Ms. Elliott they had decided to ask Ms. Salinas to close the Salinas Citibank accounts 
and move the funds elsewhere. They asked her to speak with Ms. Salinas about that matter. 
Although Ms. Elliott initially resisted the decision, she eventually agreed to speak to Ms. Salinas. 
However, Ms. Elliott did not discuss this matter with Ms. Salinas until early October 1995. 

Ms. Elliott said that Ms. Salinas indicated during the October conversation, which took 
place in Mexico, that she could not transfer her funds to a certain Swiss bank, because that bank 
had frozen her account and was not accepting additional funds. Ms. Elliott said she reported this 
information to her superiors in New York. On November 14, 1995, Ms. Salinas met with bank 
personnel in Switzerland to begin the process of closing the Salinas accounts at the private bank. 
According to a November 14, 1995 Confidas memo, when Ms. Salinas met with Confrdas staff 
to make plans to close the accounts she informed Citibank personnel: 

“[S]he had discussed this with Amy Elliott who told her that because Citibank was a U-S. 

institution with a global presence the Mexican government might more easily demand 

information for political reasons under U.S. -Mexican treaties than with a norj-U.S. bank. 

According to the memo, Ms. Salinas also denied that any funds had been blocked by a Swiss 
bank; that authorities were alleging that Mr. Salinas was involved in corruption; or that the 
Salinas funds were in any other way allegedly involved in crime. 

Legal Proceedings. The next day, November 1 5th, Ms. Salinas was arrested in 
Switzerland at Banque Pictet, where she and Raul Salinas had approximately $84 million in 
accounts under the name Juan Guillermo Gomez Gutierrez, a false identity Mr. Salinas had used 
at that bank. On November 16th, Swiss police issued an order freezing Salinas accounts at 
several Swiss banks, including Citibank. Approximately $132 million was frozen, including 
about $27 million at the Citibank private bank offices in Switzerland. A British court later froze 
the Salinas accounts in London. 

On November 17th, Citibank filed a Criminal Referral Form on Raul Salinas and Paulina 
Castanon with U.S. law enforcement officials. The form mentioned the Salinas accounts in New 
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York which held less than two hundred thousand dollars, but not the Trocca accounts in London 
or Switzerland holding the bulk of the Salmas money - then nearly $50 million. 

On November 21st, in response to a request for information on the Salinas accounts 
relayed by a Swiss colleague on behalf of “requesting authorities” [CB009449], private bank 
personnel in New York - including Ms. Elliott, Mr. Misan, and Sandra Lopez Bird - reviewed 
the Salinas client profile and jointly redrafted the information that Ms. Elliott had provided in 
March regarding Mr. Salinas’ source of wealth. The new description emphasized his 
construction company, his family’s wealth and cited Ms. Salinas’ divorce settlement. The 
document containing the edits was marked “Attorney-Client privilege.” [CB21433] 

Ms. Salinas was released from Swiss prison in December 1995. Ms. Elliott said that Ms. 
Salinas telephoned her and spoke briefly about the Salinas accounts, stating for the first time that 
some of the funds had come from other individuals who had given Mr. Salinas millions of dollars 
to invest on their behalf Ms. Elliott indicated to the Subcommittee staff that Mr. Salinas had 
never told her that; it was inconsistent with her understanding of the sources of the funds in the 
accounts; and it caused her concern about whether the Salinases had been completely 
forthcoming about their funds. 

In October 1998, a Swiss federal court ordered civil forfeiture of $114 million frozen in 
the Salinas accounts, as illegal proceeds related to narcotics trafficking. The forfeiture order was 
based upon a nonpublic report by the Swiss Attorney General, summarizing a three-year 
investigation which concluded that Mr. Salinas had received substantial funds from narcotics 
traffickers. In July 1999, the highest Swiss court invalidated the seizure order on procedural 
grounds, holding that the proceedings should have been brought by local “cantonal authorities” 
rather than federal authorities, like the Attorney General. The court also ordered the Salinas 
funds to remain frozen, while Swiss cantonal authorities considered further proceedings. 

In Mexico, in January 1 999, after a lengthy trial, a court convicted Mr. Salinas of murder. 
In July 1999, the murder conviction was upheld on appeal. Two years earlier, in July 1997, 
another Mexican court dismissed money laundering charges against Salinas, on the grounds that 
no prior court ruling had determined that the $2 1 million in dispute had been illegally obtained. 
That dismissal was upheld by an appeals court in May 1998. Mexican law enforcement officials 
informed the Subcommittee staff that the Mexican government has nearly completed its 
investigation into the sources of Mr. Salinas’ funds and plans to file charges of illicit enrichment 
and money laundering against Mr. Salinas in the near future. 

In the United States, the U.S. Attorney for the Southern District of New York initiated an 
investigation into whether the Citibank private bank or any of its employees should be charged 
with money laundering in connection with the Salinas accounts. No indictments have been 
brought, and the five-year statute of limitations may soon bar any prosecution of these matters. 
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The Issues 

The Salinas case history raises issues involving due diligence, secrecy and the application 
of anti-money laundering controls to accounts belonging to a public figure. 

Lack of Due Diligence. A private bank is obligated by law to take steps to ensure that 
its clients do not involve the bank in money laundering. To meet its anti-money laundering 
obligations, the Citibank private bank has developed detailed policies and procedures requiring 
its private bankers to conduct due diligence in opening and managing client accounts. Ms. Elliott ■ 
was asked to testify as an expert government witness in a 1994 money laundering case about the 
obligation of private bankers to obtain adequate information on their clients. She testified that, 
“‘[K]now your client,’ at least in ouibank, is part of the culture. Ifs part of... the way you do 
things. It’s part of the way you conduct yourself.” She also testified that it is an ongoing 
responsibility. 

In the Salinas matter, the private bank accepted Mr. Salinas as a client without any 
specific review of his background and without determining the source of the funds that would be 
deposited into his accounts. Ms. Elliott admits that, in place of conducting a due diligence 
review, she relied on the verbal reference provided by Mr. Hank and her genera! knowledge of 
the reputation and wealth of the Salinas family. She admits that she did not investigate Mr. 
Salinas’ employment, financial background, or assets. 

It also important to note that her superiors did not find fault with her performance. No 
one asked her to find out more or to write up what she knew until after Mr. Salinas had been 
arrested. The suggestion of a Confides employee in Switzerland to obtain a more detailed 
reference and the approval of the EMEA Division head was not acted upon. Instead, the Western 
Hemisphere Division head approved opening the account on the scant information provided. Nor 
did management realize that the Salinas client profile was missing required background 
information for three years running, despite a series of management initiatives to improve client 
profiles, internal audits criticizing incomplete profiles, and a compliance review which 
specifically identified Ms. Salinas’ profile as being incomplete. 

As Ms. Elliott acknowledged at the American Express trial, due diligence requirements 
do not end when a decision is made to open an account. They are an ongoing responsibility. The 
failure to perform due diligence prior to opening the Salinas accounts was compounded when 
Mr. Salinas began depositing tens of millions of dollars into his shell company’s offshore 
accounts, which quickly reached an aggregate balance far above the $20 million account 
potential that Citibank had projected in 1992, Just three weeks in 1993 saw $40 million in 
deposits, with more after that. The Subcommittee investigation has determined that no one 
questioned Mr. Salinas about the origin of these funds. Far from expressing concern or 
questioning the source of the funds, Ms. Elliott wrote to her colleagues in June 1993, that the 
Salinas account “is turning into an exciting profitable one for us all[.] [Mjany thanks for making 
me look good.” [CB022908.] 
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Ms. Elliott was not alone in her inaction. There is no evidence that other private bank 
personnel charged with monitoring client accounts for suspicious transactions raised any 
questions about the Salinas accounts. Our investigation has uncovered no other auditor or 
compliance officer in Mexico, New York, London or Switzerland who questioned the Salinas 
account activity in 1993 and 1994. The individual in the New York office responsible for 
monitoring client transactions told the Subcommittee staff that he was unaware of the increase in 
the Salinas accounts at the time. Because the funds were moved through the New York 
concentration account, the transactions were not registered with any client account, effectively 
bypassing the monitoring system in place. 

There is one document prepared in 1995, after the Swiss police had frozen the Salinas 
fiinds, which suggests that one or more Citibank employees in Mexico may have expressed 
concerns about the Salmas transfers while they were going on. A draft memorandum prepared 
by the financial controller in Citibank’s Mexico City office, in anticipation of a briefing of 
Mexican bank regulators on the Salmas matter, states the following. 

‘To open an account for all of its clients, Citibank requires a thorough Customer Profile 
which demonstrates the client’s personal data as well as his source of wealth. ... 

Routinely the Officer [of Citibank N.Y.] would call and advise Mexico that a transaction 
would be initiated. ... Mexico became concerned about the frequency and size of the 
transactions. Mexico was reassured by Citibank N.Y. that the ‘Know your Customer’ 
guidelines were in place, had been followed, and that the volume of the transactions were 
consistent with the client’s profile. Given this reassurance, it was concluded that the 
transactions were not of a suspicious nature and that no issue existed.” 

When questioned, neither the author of the memorandum nor others could identify who 
called New York or who provided assurances about the Salinas account. What is clear is that, at 
the time of the transfers, little effort was expended to determine the source of the millions of 
dollars flowing from Mexico to New York to London and Switzerland. When quesfioned about 
his lack of intervention on this matter, Mr. Misan, then the private bank’s Mexico Country head, 
stated that when he took his position his superiors, Mr. Figueiredo and Mr. Montero, informed 
him that there were some Mexican client accounts that he should not supervise. Mr. Misan told 
the Subcommittee staff that, as a result, he did not supervise the Salmas accounts. 

An added factor is that allegations of corruption involving Mr. Salinas existed at the time. 
The chief executive officer of Citicoip, John Reed, told Subcommittee staff of a conversation he 
had with Mexican businessmen in 1993 or 1994 about Raul Salmas’ “inserting himself in local 
business deals inappropriately” and potentially embarrassing his brother, then president of 
Mexico. A 1992 press report in a Mexican publication called El Pais, characterized Conasupo, 
the agency Mr, Salmas headed, as an agency “sadly famous for its corruption, including 
accusations of impropriety against Raul Salinas ... during his period as a public official.” An 
August 1993 article from a California newspaper, the Sacramento Bee, reported unsubstantiated 
rumors “flying in government circles and among the national press that members of the Salmas 
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family ... are taking advantage of the president’s office to build massive personal fortunes. ... 
According to some of the stories, Salinas’ siblings are involved in a wide variety of unsavoiy 
business deals, peddling their influence, using other people as phony fronts and generally 
throwing their weight around in their commercial dealings. ... [0]ff the record, such stories are 
the talk of the town.” 

Private bank personnel uniformiy told the Subcommittee staff that they were unaware of 
such press reports and rumors until February 1995, when Ms. Elliott confronted Mr. Salinas 
about the murder allegations and he was subsequently arrested. Whether or not the private bank 
was aware of the allegations in this particular case, the larger issue is what a private bank should 
do with such information when it arrives. None of the private banks interviewed by the 
Subcommittee staff, including Citibank, had standards spelling out how negative media reports 
or indictments involving a private bank client should be handled. The danger is the allegations 
turn out to be correct, and a financial institution finds itself having participated in transactions 
which - in the Salinas case - may have involved large-scale money laundering. 

Secrecy. A second issue raised by the Salinas case history involves how far a private 
bank should go in accommodating client requests for secrecy. In the Salinas matter, the private 
bank not only established a shell company with layers of disguised ownership, but also permitted 
a tlrird party using an alias to deposit funds into the account, accepted multi-million dollar 
cashiers checks without knowing the origin of the funds, and moved the funds out of the country 
through a Citibank concentration account that hid the origin and destination of the client’s wire 
transfers. It is one thing for a private bank to provide reasonable levels of confidentiality; it is 
another for a private bank to provide the means for an individual to deposit millions of dollars in 
Swiss accounts in ways that even auditors would find difficult to detect. When products and 
services are structured to satisfy a client’s demand for secrecy, they become much more 
vulnerable to money laundering. 

The Salinas matter also highlights the tension that exists between a bank’s obligations to 
its clients and its obligations to combat money laundering. After Mr. Salinas was arrested, Mr. 
Rukavina, the head of the Citibank private bank at that time, suggested that the Salinas accounts 
in London be transferred to Switzerland because they would be afforded more secrecy there. 
Similarly, according to Ms. Salinas, Ms. Elliott advised her that it might be wise to move the 
Trocca accounts out of Citibank because it might be more difficult for Mexican authorities to 
obtain account information from a non-U.S. bank. A former Citibank private banker told the 
Subcommittee staff that, after the Satinas incident, private bankers in New York were instructed 
to review their client files and “purge” information connecting the clients to offshore PICs or 
trasts. 


After Mr. Salinas’ arrest in February 1995, private bank officials and attorneys restricted 
activities in the Trocca account, put it under the control of the legal department, made a decision 
to terminate the relationship and secured repayment of an outstanding loan out of concern that 
the bank’s funds would be at risk if a government froze the assets in the accounts. Yet, it was not 
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until six months later - after Ms. Salinas’ arrest - that Citibank filed a criminal referral on the 
Salinas accounts. That referral made no mention of the Trocca accounts, even though it was 
Trocca that held almost all of the clients’ assets and was the subject of all the Citibank actions 
six months earlier. 

Anti-Money Laundering Controls and Public Figures. The Salinas case history also 
raises questions about what steps a private bank should take when the person asking the bank to 
move millions of dollars to offshore accounts is a senior government official or close relative. 

Citibank and other private banks have long taken the position that senior government 
officials, politicians and other public figures merit heightened scrutiny. Citibank’s public figure 
policy requires the approval of the private bank head to open an account and annual reviews of 
account activity. Other private banks have established even more specific standards for 
reviewing public figures. One prohibits acceptance of a government official as a client unless the 
official has “verifiable nonpolitical sources of income.” Another prohibits acceptance of any 
government official who wants to “open accounts in jurisdictions outside their home country.” 

At each of the private banks interviewed by the Subcommittee staff, when asked for an 
analysis of the Salinas matter, the response was that the private bank should have begun asking 
tougher questions when millions of dollars began flowing out of Mexico. The consensus view 
was that corruption was a known problem in Mexico, and Mr. Salinas’ post as a government 
official for five years and his relationship to his brother raised concerns that should have been 
addressed. 

Citibank’s current public figure policy includes close relatives in the definition of a 
public figure, but in 1992, it was an open question as to whether relatives were covered. In the 
Salinas matter, some private bank documentation deemed him a public figure, while other 
documentation did not.^ After his arrest, private bank personnel discussed his status and 
determined he was not a public figure by virtue of his relationship to Carlos Salinas.' Apparently, 
no one in the private bank then knew that Raul himself had held a government post in Mexico. 

As a top official of Confidas remarked on the day that Mr. Salinas was arrested: 

‘“What we need to be preparing to do is to say why we thought it was okay to have the 
relationship with this customer when we knew who the brother was. I mean, Amy Elliott 
can say all she wants that the money came firom, you know making roads in, in Mexico or 
something like that but the big question is [going to] be why didn’t we think, or why 
didn’t we question, or did, did, didn’t we care?” 


^ Compare , e.a. . CB24613 and CB24614. 
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Pattern of Poor Account Management. Many of the actions taken with respect to the 
Salinas account were the subject of criticisms in audits of the private bank. For example, a 1996 
audit of private bank offices handling Latin American clients during 1995, focusing primarily on 
the relationships managed and serviced in New York, gave the offices an audit rating of “2” - a 
failing score. Acknowledging that the Larin American Account Offices were the largest and 
most profitable segment of the private bank’s Western Hemisphere Division, the audit concluded 
that major deficiencies “increasejd] the exposure to money laundering schemes and internal 
fraud.” Among the weaknesses discussed in the audit were the following practices, all of which 
were employed in the servicing of the Salinas account: 

* “New clients are accepted before performing fundamental KYC procedures.” The 
office “continues to accept new clients without complete identification and reference 
checks. As a result, the Bank and individual employees are exposed to significant civil 
penalties and criminal charges because customers attempting to launder money may not 
bo detected.” 

* Waivers [of KYC requirements] are granted too frequently.” 

* The Latin America office “does not effectively monitor the transactions of ail clients, 
especially those that may require increased scrutiny because of political affiliations, cash- 
based businesses or special name arrangements.” 

“Confidentiality is behind use of the [concentration] account. . .The use of the 
concentration account for this purpose is inappropriate because of the heightened 
concerns over money laundering.” 

These audit findings suggest that Ms. Elliott’s conduct in the Salinas matter was far from 
unique. The 1 996 audit concluded by saying that ”[It] seems the Unit’s priority was to focus on 
customer service, even w'hen it meant internal controls would be compromised. Redent 
discussions with employees in the unit indicate this philosophy has not changed.” 
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(2) Asif All Zardari Case History 

The Facts 

The second case history involves Asif Ali Zardari, the husband of Benazir Bhutto, former 
Prime Minister of Pakistan. Ms. Bhutto was elected Prime Minister in 1988, dismissed by the 
President of Pakistan in August 1990 for alleged corruption and inability to maintain law and 
order, elected Prime Minister again in October 1993, and dismissed by the President again in 
November 1996. At various times, Mr. Zardari served as Senator, Environment Minister and 
Minister for Investment in the Bhutto government. Inbetween the two Bhutto administrations, he 
was incarcerated in 1990 and 1991 on charges of corruption; the charges were eventually 
dropped. During Ms. Bhutto’s second term there were increasing allegations of corruption in her 
government, and a major target of those allegations was Mr. Zardari. It has been reported that 
the government of Pakistan claims that Ms. Bhutto and Mr. Zardari stole over $1 billion from the 
country. 

During the period 1994 tol997, Citibairk opened and maintained three private bank 
accounts in Switzerland and a consumer account in Dubai for three corporations under Mr. 
Zardari’s control. There are allegations that some of these accounts were used to disguise $10 
million in kickbacks for a gold importing contract to Pakistan. 

Structure of Private Bank Relationship. Mr. Zardari’s relationship with Citibank 
began in October 1994, through the services of Kamran Amouzegar, a private banker at Citibank 
private bank in Switzerland, and Jens Schlegelmilch, a Swiss lawyer who was the Bhutto 
family’s attorney in Europe and close personal friend for more than 20 years. According to 
Citibank, Mr. Schlegelmilch represented to Mr. Amouzegar that he was working for the Dubai 
royal family and he wanted to open some accounts at the Citibank branch office in Dubai. Mr. 
Schlegelmilch had a Dubai residency permit and a visa signed by a member of the Dubai royal 
family. Mr. Amouzegar agreed to introduce Mr. Schlegelmilch to a banker in the Citibank 
branch office in Dubai. 

According to Citicorp, Mr. Schlegelmilch told the Citibank Dubai banker that he wanted 
to open an account in the name of M.S. Capricorn Trading, a British Virgin Island PIC. The 
stated purpose of the account was to receive money and transfer it to Switzerland. The account 
was opened in early October 1994. 

According to Citibank, Mr. Schlegelmilch informed the Dubai banker that he would serve 
as the representative of the account and the signatory on the account. Under Dubai law, a bank is 
not required to know an account’s beneficial owner, only the signatory. Citibank told the 
Subcommittee staff that Mr. Schlegelmilch did not reveal to the Dubai banker that Mr. Zardari 
was the beneficial owner of the PIC, and the account manager never asked him the identity of the 
beneficial owner of the account. Instead, according to Citibank, she assumed the beneficial 
owner of the account was the member of the royal family who had signed Mr. Schlegelmilch s 
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visa. According to Citibank, the account manager actually perfoimed some due diligence on the 
royal family member whom she believed to be the beneficial owner of the account. 

Shortly after opening the account in Dubai, Mr. Schlegeimilch signed a standard referral 
agreement with Citibank Switzerland private bank guaranteeing him 20% of the first three years 
of client net revenues earned by the bank irom each client he referred to the private bank . 

On February 27, 1995, Mr. Schlegeimilch, working with Mr. Amouzegar, opened three 
accounts at the Citibank Switzerland private bank. The accounts were opened in the name of 
M.S. Capricorn Trading, which already had an account at Citibank’s Dubai branch, as well as 
Marvel and Bomer Finance, two other British Virgin Island PICs established by Mr. 
Schlegeimilch, according to Citibank. Each private bank account listed Mr. Schlegeimilch as the 
account contact and signatory. Citibank informed the Subcommittee that the Swiss Form A, a 
government-required beneficial owner identification form, identified Mr. Zardari as the 
beneficial owner of each PIC, 

Lack of Due Diligence. The decision to allow Mr. Schlegeimilch to open the three 
accounts on behalf of Mr. Zardari, according to Citibank, involved officials at the highest levels 
of the private bank. The officials v/ere: (a) Mr, Amouzegar, the private banker; (b) Deepak 
Sharma, then head of private bank operations in Pakistan; (c) Phillipe Holderbeke, then head of 
private bank operations in Switzerland (who became head of the Europe, Middle East, Africa 
Division in February 1996); (d) Salim Raza, then head of the EMEA Division of the private 
bank; and (e) Hubertus Rukavina, then head of the Citibank private bank. Mr. Rukavina told the 
Subcommittee staff that when he was asked about opening the Zardari accounts, he did not make 
the decision to open them, but rather directed that the matter be discussed with Mr. Sharma. 
According to Mr. Rukavina, he never heard whether the accounts were ultimately opened. Mr. 
Rukavina left the private bank in 1996 and left Citibank in 1999. 

Citibank informed the Subcommittee staff that the private bank was aware of the 
allegations of corruption against Mr. Zardari at the time it opened the accounts in Switzerland.'* 
However, Citibank reasoned that if the charges for which Mr. Zardari had been incarcerated for 
two years had any merit, they would not have been dropped. Bank officials also believed that the 
family wealth of Ms. Bhutto and Mr. Zardari was large enough to support a large private bank 
account, even though Citibank was not able to specify what actions were taken to verify the 
amount and source of their wealth. Citibank said that bank officials were also aware of the M.S. 
Capricorn Trading account in Dubai, and they were comforted by the fact that there had been no 


“These allegations were also discussed in the press. See, e.g. . 'The Troubled Reign of 
Bhutto II,” Los Angeles Times (5/17/94)(“Many Pakistanis blame Bhutto’s abrupt removal in 
August, 1 990, on the unsavory reputation acquired by her husband, Asif Zardari, a polo-playing 
contractor dubbed ‘Mr. Ten Percent’ for the rake-off he was said to take from government 
contracts") 
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problems with that account. According to Citibank, Mr. Amouzegar informed Ms superiors that 
Mr. Zardari was the beneficial owner of the Capricorn account in Dubai when they were 
considering the request to open the accounts in S'witzeriand. Inexplicably, however, the Dubai 
account manager was apparently still operating under the assumption that the beneficial owner of 
the Dubai Capricorn account was a member of the Dubai royal family. Subcommittee staff have 
been unable to determine whether Citibank officials were unaware of or inattentive to the serious 
inconsistency between Citibank Switzerland and Citibank Dubai with respect to the Capricorn 
Trading account. Citibank also informed the Subcommittee staff that bank officials had some 
concerns that if they turned down the accounts, their actions may have implications for the 
corporation’s operations in Pakistan; however, they said they never received any threats on that 
issue. 


Citibank told the Subcommittee staff the private bank decided to allow Mr. Schlegelmilch 
to open the three accounts for Mr, Zardari on the condition that the private bank would not be the 
primary accounts for Mr. Zardari’s assets and the accounts would function as passive investment 
accounts. Citibank told the Subcommittee staff that Mr. Holderbeke signed a memo delineating 
the restrictions placed on the accounts, including a $40 million aggregate limit on the size of the 
three accounts, and transaction restrictions requiring the accounts to function as passive, stable 
investments, without multiple transactions or fiincing pass-throughs. None of the Citibank 
persormel interviewed by Subcommittee staff could identify any other private bank account with 
these types of restrictions. Other private banks interviewed by the Subcommittee staff were 
asked if they had ever accepted a client on the condition that certain restrictions be imposed on 
the account. The banks all said they had not. One bank representative explained that if the bank 
felt that it needed to place restrictions on the client’s account, it didn’t want that type of client. 
The existence of the restrictions are in themselves proof of the private bank’s awareness of Mr. 
Zardari’s poor reputation and concerns regarding the sources of his wealth. 

Movement of Funds. Citibank told the Subcommittee staff that, once opened, only three 
deposits were made into the M.S. Capricorn Trading account in Dubai. Two deposits, totaling 
$10 million were made into the account almost immediately after it was opened. Citibank 
records show that one $5 million deposit was made on October 5,1994, and another was made on 
October 6, 1994. The source of both deposits was A.R.Y. International Exchange, a company 
owned by Abdul Razzak Yaqub, a Pakistani gold bullion trader living in Dubai. 

According to the New York Times , in December 1994, the Bhutto government awarded 
Mr. Razzak an exclusive gold import license. In an interview with the New York Times . Mr. 
Razzak acknowledged that he had used the exclusive license to import more than $500 million 
worth of gold into Pakistan. Mr. Razzak denies, however, making any payments to Mr. Zardari, 
Citibank could not explain the two $5 million payments, Ms. Bhutto told the Subcommittee staff 
that since A.R.Y. International Exchange is a foreign exchange business, the payments did not 
necessarily come from Mr. Razzak, but could have come from a third party who was merely 
making use of .A.R.Y, ’s exchange services. The staff invited Ms, Bhutto to provide additional 
information on the M.S. Capricorn Trading accounts, but she has not yet done so. 
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On Februaiy 25, 1995, a third deposit of $8 millioii was made into the Dubai M.S. 
Capricorn Trading account. Records show that the payment was made through American 
Express, with the originator of the account listed as “Morgan NYC.” Citibank indicated it does 
not know who Morgan NYC is, nor does it know the source of the $8 million. 

All of the funds in the Dubai account of M.S. Capricorn Trading were moved to the 
Swiss accounts in the Spring of 1995. On March 6, 1995, $8.1 million was transferred; and on 
May 5, 1995, another $10.2 million was transferred. Both transfers involved U.S. dollars and 
were routed through Citibank’s New York offices. Citibank informed the Subcommittee staff 
that M.S. Capricorn Trading closed its Dubai account shortly after the last transfer was 
completed. 

Citibank has indicated that significant amounts of other funds were also deposited into 
the Swiss accounts. As described below, the $40 million cap was reached, and millions of 
additional dollars also passed through those accounts. However, Swiss bank secrecy law has 
prevented the Subcommittee from obtaining the details on the transactions in the Zardari 
accounts. 

Account Monitoring, Citibank told the Subcommittee staff that, in 1996, the Swiss 
office of the private bank conducted a number of reviews of the Zardari Swiss accounts, finally 
deciding in October to close them. 

The first review was allegedly in early 1996, triggered by increasing publicity about 
allegations of corruption against Mr. Zardari. Citibank told the Subcommittee staff that Messrs. 
Holderbeke, Raza, Sharma and Amouzegar participated in the review, and apparently concluded 
that the allegations were politically motivated and that the accounts should remain open. The 
Subcommittee staff was told that the review did not include looking at the accounts’ transaction 
activity. 

In March or April, 1996, Mr. Amouzegar asked that the overall limit on the Zardari 
accounts be increased from $40 million to $60 million, apparently because the accounts had 
reached the previously imposed limit of $40 million. Citibank told the Subcommittee staff that 
Mr. Holderbeke considered the request, but declined to increase the $40 million limit. 

In June, press reports in the United Kingdom that Mr. Zardari had purchased real estate in 
London triggered still another review of the Zardari accounts. Citibank private bank told the 
Subcommittee staff that its Swiss office internally discussed the source of the funds for the 
property purchase. Mr, Amouzegar and Mr. Raza then met with Mr. Schlegelmilch, who 
allegedly informed them that funds had 'oeen deposited into the Citibank accounts, traiisfeired to 
another PIC account outside of Citibank and used to purchase the property. Mr. Schlegelmilch 
allegedly indicated the funds had come from the sale of some sugar mills and were legitimate. 
Citibank told the Subcommittee staff it is not sure if anyone at the private bank attempted to 
validate the information about the sale of the sugar mills. In addition, even though this account 
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activity violated the conditioa imposed by Citibank that the accounts were not to be used as a 
pass through for funds, the accounts were kept open. 

Closing the Accounts. In July 1996, after Mr. Amouzegar left the private bank to open 
his own company, mother private banker, Cedric Grant, took over management of the Zardari 
accounts. Citibank told the Subcommittee staff that Mr. Grant began to review the Zardari 
accounts about one month later to familiarize himself with them. He also reviewed the 
transactions that had taken place within the accoimts. 

In September and October 1996, press accounts in Pakistan repeatedly raised questions 
about corruption by Mr. Zardari and Ms. Bhutto, as Ms. Bhutto’s re-election campaign increased 
its activities prior to a February election date. In September, Ms. Bhutto’s only surviving 
brother, Murtaza Bhutto, was assassinated, and Ms. Bhutto’s mother accused Ms. Bhutto and Mr. 
Zardari of masterminding the murder, because the brother had been leading opposition to Ms. 
Bhutto. 

■ In October, Mr. Grant completed his review of the Zardari accounts and provided a 
written analysis to Messrs. Holderbeke, Sharma and Raza, according to Citibank. Mr. Grant had 
found numerous violations of the account restrictions imposed by Citibank, including multiple 
transactions and funding pass-throughs. Citibank told the Subcommittee staff that the accounts 
had functioned more as checkitig accounts than passive investment accounts, directly contrary to 
the private bank’s restrictions. Apparently, well over $40 million had flowed through the 
accounts, though Subcommittee staff were imable to ascertain the actual amount because Swiss 
bank secrecy law prohibits Citibank from sharing that information with the Subcommittee. 
Citibank indicated that Mr. Amouzegar had either ignored or did not pay attention to the account 
activity. Mr. Grant recommended closing the accounts, and they were closed by January 1997. 

Legal Proceedings. On September 8, 1997, the Swiss government issued orders freezing 
the Zardari and Bhutto accounts at Citibank and three other banks in Switzerland at the request of 
the Pakistani government. Since Citibank had closed its Zardari accounts in January 1997, it 
took no action nor did it make any effort to inform U.S. authorities of the accounts until late 
November 1997, Citibank contacted the Federal Reserve and OCC about the Zardari accounts in 
late November, in anticipation of a New York Times article that eventually ran in January 1998, 
alleging that Mr. Zardari had accepted bribes, and that he held Citibank accoimts in Dubai and 
Switzerland. On December S and 11, 1997, Citibank briefed the OCC and the Federal Reserve, 
respectively, about the accounts and the steps it had taken as a result of the Zardari matter. These 
steps included: closing all of the accounts that had been referred by Mr. Schlegelmilch to the 
private bank and terminating his referral agreement; reviewing all of the accounts opened in the 
Dubai office; and tightening up account opening procedures in Dubai, including requiring the 
Dubai office to identify the beneficial owner of all Dubai accounts. Citibank did not identify any 
changes made or planned for the Swiss office, even though the majority of the activity with 
respect to the Zardari accounts had taken place in Switzerland. 



907 


36 

On December 5, 1 997, Citibank prepared a Suspicious Activity Report on the Zardari 
accounts and filed it with the Financial Crimes Enforcement Network at the U.S. Department of 
Treasury. The filing was made fourteen months after its decision to close the Zardari accounts; 
thirteen months after Mr. Zardari was arrested a second time for corruption in November 1996; 
and nearly two months after the Swiss government had ordered four Swiss banks (including 
Citibank Switzerland) to ireeze all Zardari accounts. 

In June 1998, Switzerland indicted Mr. Schlegelmilch and two Swiss businessmen, the 
former senior executive vice president of SGS and the managing director of Cotecna, for money 
laundering in connection with kickbacis paid by the Swiss companies for the award of a 
government contract by Pakistan. In July 1998, Mr. Zardari was indicted for violation of Swiss 
money laundering law' in connection with the same incident. Ms. Bhutto was indicted in 
Switzerland for the same offense in August 1998. A trial on the charges is expected. 

Ln October 1998, Pakistan indicted Mr. Zardari and Ms, Bhutto for accepting kickbacks 
from the two Swiss companies in exchange for the award of a government contract. On April 15, 
1999, after an 18-month trial, Pakistan’s Lahore High Court convicted Ms. Bhutto and Mr, 
Zardari of accepting the kickbacks and sentenced them to 5 years in prison, fined them $8.6 
million and disqualified them from holding public office. Ms. Bhutto, who now lives in London, 
denounced the decision. Mr. Zardari remains in jail. Additional criminal charges are pending 
against both in Pakistani courts. 

On December 1 1, 1997, Citicorp’s Chairman John Reed wrote the following to the Board 
ofDirectors; 

“We have another issue with the husband of Ex-Prime Minister Bhutto of Pakistan. I do 

not yet understand the facts but I am inclined to think that we made a mistake. More 

reason than ever to rework our Private Bank.” 

Mr. Reed told the Subcommittee staff that it was the combination of the Salinas and Zardari 
accounts that made him charge Mr, Aziz, the new private bank head, with talcing a hard look at 
the bank’s public figure policy and public figure accounts. 

The Issues 

The Zardari case history raises issues involving due diligence, secrecy and public figure 
accounts. The Zardari case history begins with the Citibank Dubai branch’s failure to identify 
the true beneficial owner of the M.S. Capricorn Trading account As a result, the account officer 
in Dubai performed due diligence on an individual who had no relationship to the account being 
opened. In Switzerland, Citibank officials opened three private bank accounts despite evidence 
of impropriety on the part of Mr. Zardari. In an interview with Subcommittee staff, Citigroup 
Co-Chair John Reed informed the Subcommittee staff that he had been advised by Citibank 
officials in preparation for a trip to Pakistan in February 1994, that there were troubling 
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accusations concerning corraption surrounding Mr. Zardari, tliat he should stay away from him, 
and that he was not a man with whom the bank wanted to be associated. Yet one year later, the 
private bank opened three accounts for Mr. Zardari in Switzerland. Mr. Reed told the 
Subcommittee staff that when he learned of the Zardari accounts he thought the account officer 
must have been “an idiot.” 

Citibank has been unable to confirm that bank employees verified that Mr. Zardari had a 
level of wealth sufficient to support the size of the accounts that he was opening. In addition, the 
Swiss private banker took no action to validate the legitimacy of the source of the funds that 
were deposited into the account. For example, there was no effort made to verily the claims that 
some of the funds derived from the sale of sugar mills. 

Citibank also performed no due diligence on the client owned and managed PICs that 
were the named accountholders. Because the PICs were client-created, the bank’s failure to 
perform due diligence on the PICs meant that it had no knowdedge of the activitie.s, assets or 
entities involved with the corporations. One of the PICs, Bomer Finance, has been determined to 
have been a repository for kickbacks paid to Mr. Zardari, and those kickbacks tainted funds 
deposited at the Geneva branch ofUnion Bank of Switzerland. Documentation has not been 
made available to determine whether Bomer Finance also used its Citibank account for illicit 
funds. 


Another due diligence lapse was the private bank’s failure to monitor the Zardari 
accounts to ensure that the account restrictions imposed on them were being followed. Wh.en 
officials were presented with evidence in 1 996 that the restrictions were being violated, they 
nevertheless allowed the accounts to continue. 

The Zardari accounts in Switzerland were opened one day before Raul Salinas was 
airested. The account was repeatedly reviewed in 1996, after the Salinas scandal became public. 
Yet there is no evidence that anyone in the private bank had been sensitized to the problems 
associated with handling an account of a person suspected of corruption. 

The Zardari example also demonstrates the practical consequences of secrecy in private 
banking. Citibank claims that its decisionmaking in the Zardari matter cannot be fully explained 
or documented, since all Citibank officials are subject to Swiss secrecy laws prohibiting 
discussion of client-specific information. In light of the fact that U.S. banks are supposed to 
oversee their foreign branches and enforce U.S. law, including anti-money laundering 
requirements, this inability to produce documentation related to a troubling case again highlights 
the problems with U.S. banks choosing to operate in secrecyjurisdictions. 
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Pattern of Poor Account Management. The Zardari case history took place during a 
series of critical internal and federal audits between 1992 and 1997 of the Swiss office which, 
during most of that time, served as the headquarters of the private bank. The shortcomings 
identified in the audits included policies, procedures, and problems that affected the management 
of the Zardari accounts. They included: 

* failure of the “corporate culture” in the Swiss office to foster “ ‘a climate of integrity, 
etliical conduct and prudent risk taking’ by U.S. standards”; 

* inadequate due diligence; 

* “less than acceptable internal controls”; 

* lack of oversight and control of third party referral agents such as Schlegelmilch; and 

* inadequate monitoring of accounts; 

all of which resulted in “unacceptable” internal audit ratings. In December 1995, the Swiss 
office received the lowest audit score received by any office in the private bank during the 1990s. 
These audit scores indicate the office’s poor handling of the Zardari accounts was part of an 
ongoing pattern of poor account management. 
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(3) El Hadj Omar Bongo Case History 

The Facts 

The third case histoiy involves El Hadj Omar Bongo, the elected president of Gabon 
since 1 967. President Bongo has been a client of the Citibank private bank since 1970, although 
his accounts are now in the process of being closed. 

Gabon is located on the west coast of Africa, It is a countiy about the size of Colorado, 
with a population of over 1 million. It is the third largest oil producing state in Africa, Gabon 
declaied its independence from France in 1960, but continues strong ties with that countiy and 
has adopted French as its official language. El Hadj Omar Bongo (then Albert Bernard Bongo) 
was first elected Vice President in 1967. He assumed the office of Presidency later that year, 
when the President died in office from illness. He has been elected President of Gabon five 
times, in elections held in 1975, 1979, 1986, 1993 and 1998. 

Structure of the Private Bank Relationship. President Bongo became a Citibank client 
in 1970. Over the years, he and his family developed an extensive relationship with the Citibank 
private bank. They have had multiple consumer and private bank accounts at Citibank offices in 
Bahrain, Gabon, the Isle of Jersey, London, Luxembourg, New York, Paris and Switzerland. 
These accounts have included checking, money market, time deposit, and investment accounts. 
Most of the private bank accounts managed out of New York have been held in the name of 
Tendin Investments, Ltd, a Bahamian shell corporation which Cititrust assigned to President 
Bongo in 1985. Certain private bank accounts managed in Paris have been held in the name of a 
second shell corporation, Leontine, Ltd. In addition, in 1995, the New York office opened a 
special name bank account under the name “OS” - a word which is simply the title of the 
account and not a corporation or other legal entity. 

President Bongo’s relationship with the private bank in the United States began in 1985, 
when he transferred about $52 million from his accounts at Citibank Bahrain to newly opened 
accounts in New York for Tendin Investments. The total funds in the Tendin accounts have 
since fluctuated over time from about $28 million to about $72 million, including withdrawals of 
about $67 million. President Bongo’s OS account has fluctuated over time from about $5 
million down to $1 million, and the Leontine accounts in Paris have had at least $7.5 million. 
Additional accounts are in Switzerland; however, the private bank has not provided any 
information about the account totals due to Swiss secrecy laws. Altogether, the records 
reviewed by the Subcommittee staff indicate that funds moving through the Bongo private bank 
accounts since 1985 have exceeded $130 million. 

In addition to accounts with substantial deposits. President Bongo has had an extensive 
credit relationship with the private bank. From 1989 until 1996, he obtained multiple loans from 
the private bank, collateralized by his deposits. Documents indicate that many of these loans 
were issued under a complex an'angement, in which the private bank allowed President Bongo’s 
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accounts at Citibank Gabon to incur multi-million dollar overdrafts, which were immediately 
covered by transfers from Bongo accounts in Paris, which were in turn covered by transfers from 
offshore accounts belonging to Tendin. This three-step process may have been designed to avoid 
direct transfers from the Tendin offshore accounts into the President’s accounts in Gabon, and 
minimize the chance that Gabon bank personnel would learn the name of President Bongo’s PIC. 

The private bank loans peaked in 1994 at about $50 million. According to the credit 
approval documentation, the loan proceeds were used for “local liquidity needs.” Account 
documentation in 1996 states that the loans were “used to finance last reelection campaign,” 
referring to President Bongo’s successful re-election to office in December 1993, but the private 
banker who wrote that description has since said his remarks were based on speculation rather 
than facts, and that he did not have specific information on how the loan proceeds were used. In 
1995, President Bongo began repaying the loans, completing repayment in 1996 with a final 
transfer of $31 million. In 1997 and 1998, credit reports indicated an outstanding loan balance of 
just $1 million. 

■ In addition to providing President Bongo with multi-million dollar loans, the private bank 
in New York performed other services for him and his family. These services included, for 
e.-cample, converting a 1 995 wire transfer for $ 1 .6 million into cash which the Bongo family used 
during a visit to New York in connection with a celebration of the United Nations’ 50'*’ 
anniversary. On another occasion, the private bank cashed a $69,000 check for the President’s 
daughter and wired the funds to her in Gabon to enable her to avoid a three-week delay that 
would have resulted if she had presented the check to Citibank in Gabon. On still another 
occasion, the private bank allowed a cash withdrawal of $ 1 00,000 to a third party whom the 
private bank was told would be bringing the funds to the President’s son. 

The documentation indicates that, in return for these and other services, the Bongo 
account generated substantial fees for the private bank. One document indicates that client net 
revenue exceeded $l million per year. [X4318] A client profile prepared in London describes 
the Bongo accounts as an “[ejxtreraely profitable relationship for the [private bank] and other 
centres.” [X6303] 

The Relationship Managers. Since 1985, the New York office has been the primary 
private bank unit handling the Bongo accounts. Since 1992, the primar)’ account manager has 
been Alain Ober, the only private banker in New York specializing in clients from Africa. Mr. 
Ober manages about 100 clients altogether; the Bongo accounts are his largest relationship. His 
predecessor on the Bongo accounts was William Owen. 

Mr. Ober’s immediate supervisor until 1995 was Salvatore Mollica, and then Muwaffak 
Bibi. Mr. Ober told the Subcommittee staff that he also reviewed the account at least once per 
year in person with the Western Hemisphere Division head in New York, Edward Montero. Mr. 
Montero, however, told the Subconunittee staff that he was unfamiliar with the account. 
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Another key Citibaak employee handling the Bongo accounts is Christopher Rogers, a 
longtime private bank employee specializing in Africa. Mr. Rogers was employed in Paris until 
last year and now works for Citibank in South Africa. 

Secrecy. The documentation indicates that President Bongo requested and his private 
bankers provided secrecy in its handling of his accounts. For example, the account 
documentation states in a section entitled, “Operational Considerations/ Cautions”: “Secrecy is 
v[e]iy important.” [X2454] In 1995, President Bongo requested and the private bank proposed a 
code to describe his account transactions, based upon the phrases “NEW Y ORK USA” and “Fort 
Knox Securities” [X2374], although it is unclear whether this code was used. An internal email 
dated August 30, 1990, from a Citibank private bank official in Africa slates that he does “not 
have any problems with the large deposits held in New York by J1 [referring to President 
Bongo], providing information concerning them is kept completely confidential.” [770] 

Secrecy was provided in part tlnough the private bank’s standard practice of establishing 
client accounts in another name, here the shell corporations, Tendin and Leontine, and the special 
name account, OS. Loans were also issued with precautions to ensure secrecy. In 1986, for 
example, a document recommending a loan to President Bongo states, “This is a highly 
confidential transaction given the identity of the borrower. It is therefore recommended that this 
package not be circulated as usual by the Credit Department, but directly reviewed by” certain 
senior private bank personnel. The document goes on: 

“The only risk really associated with this credit is the so-called ‘political’ one, i.e. the 
supposedly negative consequences which may result from a public knowledge of the 
credit transactions, ... A stigma is more likely to be attached to the large deposits the 
client has with us overseas if this were to be known. .A credit relationship does not have 
the same impact. ... [T]he U.S. press would give political disturbances very limited 
coverage.” [851] 

Loans issued from 1989 through 1994 also incorporated secrecy protections by using a Citibank 
Gabon overdraft facility to make the loans and routing repayment through two offshore accounts. 

Due Diligence and Account Monitoring. These and other arrangements kept 
knowledge of the Bongo accounts within a small circle in tlie private bank, until a 1996 inquiry 
by the Federal Reserve Bank of New York in connection with its review of the private banking 
industry in the United States. 

One goal of the Federal Reserve’s industry review was to determine how private banks 
monitor client accounts for smspicious activity. In the case of Citibank, the private bank gave the 
examiners a “Sensitivity Hot Sheet” listing more than 80 accounts which the staff had flagged for 
additional analysis. The examiners selected 10 accounts from the list for further review', 
including a Tendin Investments account. 
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The Sensitivity Hot Sheet stated that the Tendin account had been added to the list in 
March 1996 due to “Large amounts ofWire Transfers In and Out of account.” On October 21, 
1996, a private bank compliance officer had sent a memorandum to the private banker, Mr, Ober, 
asking about the “unusual wire transfer activity.” An 8-page document forming the basis for the 
inquiry showed that, in less than 6 months, from March until August 1996, about $49 million had 
been deposited into and $5 1 million withdrawn from two Tendin accounts in New York. On 
December 4, 1 996, Mr. Ober provided a handwritten response explaining that the wire transfers 
occurred in connection with a $3 1 million loan payoff which then triggered a liquidation of 
“various portfolios” and a complete restructuring of the “client’s overall portfolio.” 

The Federal Reserve examiners noted that five weeks had elapsed between the 
compliance inquiry and Mr, Ober’s response, observing, “It does not appear that responding to 
these requests is a priority for the private bankers.” The examiners also took a closer look at 
Tendin’s beneficial owner. President Bongo, evaluating the bank’s due diligence efforts, specific 
account transactions, and loans. 

The client profile at the time, dated August 12, 1996, provided the following explanation 
of President Bongo’s business background and source of wealth: 

“Head of State for over 25 Years ... Source of Wealth/business Background: Self-made 
as a result of position. Country is oil producer.” [x2448; converted from all capitals in 
original text] 

In separate interviews with the Subcommittee staff, the private banker, his immediate supervisor, 
and a Division head acknowledged that this description was wholly inadequate, and could not 
explain why this profile had not been improved by 1996, given the private bank’s heightened 
awareness of due diligence requirements after the Salinas scandal. 

The Federal Reserve examiners were also dissatisfied. When the examiners requested 
more information about the source of the original $52 million deposit, Mr, Ober sent the 
following email dated December iO, 1996, to his colleague, Mr, Rogers; 

“[T]he Federal Examiners are auditing the Tendin Account. ... [TJhere is one major issue 
which remains unresolved .... You may remember that this account was opened in 19S5 
at [the private bank in New York] with $52MM coming from a time deposit at Citibank 
Baln'ain which was opened by Citibank Libreville on behalf of our client. ... Bill 
indicated that the $52MM were accumulated over several years at the Branch at the time 
you were there. Neither Bill nor myself ever asked our client where this money came 
from. My guess, as well as Bill’s is that ... the French Govemment/French oil companies 
(Elf) made “donations” to him (very much like we give to PACs in the US!). ... [D]o you 
remember specifically were [the monies] came from [X2283] 
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Mr. Ober told the Subcommittee stajff that he could not recall Mr. Rogers’ response. Citibank 
later found acopy of the email Mr, Rogers sent in response on December 1 1, 1996. It stated in 
part: 


“Gabon resembles a Gulf Emirate in that Oil ... accounts for 95 pet of revenues for a 
population of less than 1 million. It is clear therefore that Tendin Investments draws 
most of its wealth from oil, but we have no way of being more specific.” 

The Federal Reserve examiners concluded that they “were not satisfied with the 
explanation of the source of wealtWfunds and the use of loan proceeds,” They also noted a 
comment by the private bank’s legal counsel who said that, in the summer of 1996, “Citibank 
had consider[ed] ending the relationship ... but they were concerned for the safety of the country 
officer in [Gabon], so the account remains open.” 

OCC Inquiry. In Febraary 1997, the Federal Reserve alerted Citibank’s primary 
regulator, the Office of the Comptroller of the Currency (OCC), to its concerns about the Bongo 
accounts. The OCC follow'ed with a 4-month, in-depth review. The OCC examiner told the 
Subcommittee .staff that, after collecting account documentation, he prepared a list of specific 
transactions and issues he wanted to discuss and scheduled a meeting at Citibank for April 1 0, 
1997. 


By then, the client profile for the Bongo accounts had been revised. The new profile 
contained the following description of President Bongo’s business background and source of 
wealth: 

“Self-niade[.] President of African oil producing country for 30'yeais. Wealth created as 
a result of position and connection to French oil companies (Eif) since country is major 
oil [supplier] to France. Wealth invested in real estate locally and in financial 
instruments overseas. It is believed that subject through affiliated [entities] retains 
ownership in many oil related ventures in the country which over the past 30 years 
resulted in significant accumulation of wealth estimated at S200MM.” [x4328; converted 
from all capitals in original text] 

The OCC examiner told the Subcommittee staff that a preliminary review of the accounts 
indicated that the private bank had virtually no supporting documentation for this description of 
President Bongo’s financial background. He said, for example, that the private bank had no 
documentation of the President’s oil interests and no information on either the oil companies 
involved or the nature of the President’s dealings in the industry. He told the Subcommittee staff 
that, prior to the April lO'" meeting, he had informed the private bank that a key concern was for 
them to provide appropriate documentation for the source of the fonds in the accounts. 

Two documents indicate the private bank’s efforts to respond to the OCC. The first is a 
3-page email dated Apnl 9, 1 997, the day before the OCC meeting. [X43 15] It is an email from 
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Mr. Rogers to Mr. Ober and four other persons in the private bank entitled, “T endin cash flow.” 
The email describes “a lengthy meeting” that Mr. Rogers had “with a senior Gabonese civil 
servant, a consultant to the President.” In it, Mr. Rogers states, “I was pretty direct in my 
probing and the answers I received, although not comprehensive, give a better picture of 
Gabonese public finances as they relate to the Presidency." 

The email then addresses two topics, “Official State Budget" and “Oil Receipts.” With 
respect to the Gabon budget, the email states: 

“Every year, an overall allocation, loosely referred to a.s ‘security’ or ‘political’ funds, is 
voted into the budget across the operating and investment categories. Although not 
spelled out for obvious reasons, these funds are understood to be used at the discretion of 
the Presidency." 

It then lists four budget categories in the 1995 Gabon budget, totaling $111 million or 8.5% of 
the overall budget for the year. The second part of the email discusses Gabon’s 1 995 oil 
receipts. It refers to Elf Gabon, which is a subsidiary of the largest oil company in France, Elf 
Aquitaine. The email states that Elf Gabon is “the largest company in Gabon” and “is 58% 
owned by Elf parent, 25% by the Republic of Gabon ... and 17% by private investors, ... which 
almost certainly [includes] President Bongo. ... I will try and obtain more information on the 
President’s equity holding in the company.” 

The second document is dated April 1 1 , 1997, the day after the OCC meeting on the 
Bongo accounts. [X6694] It is a one-page memorandum to the file by Mr. Ober referencing the 
Tendin accounts. It states the following: 

“Christopher L. Rogers, our African marketing head based in Paris, recently had a 
meeting with a very high ranking government official of our client’s country. ... The 
main purpo.se of the meeting was to determine the amount of funds put at ouf client’s 
disposal in the national budget of his country.” 

The memorandum states that certain funds “are understood to be used at the discretion of our 
client,” and then lusts the same four Gabon budget categories in the April 9'^ Rogers email, and 
the same total of $11 1 million, “representing 8.5%”ofthe [Gabon] Budget forl995.” It states 
that “[w]e can assume the same level of allocations exist in the 1996 Budget ... and the 1997 
Budget.” A later version of this memorandum, dated April 14, 1997, was given by the private 
bank to the OCC. [693] The wording is almost identical to the April 1 1th version, except tliat it 
characterizes the $1 1 1 million in the 1995 Gabon budget as funds w’nich “are at the disposal of 
the Presidency, without any limitation.” 

The plain meaning of these documents is that the private bank was identifying Gabon 
government funds as a primary source of the funds in the Bongo accounts. The OCC examiner 
told the Subcommittee staff that was his understanding from the April 10* meeting and the April 
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1 997 memorandum. He told the Subcommittee staff that he accepted the information as 
accurate, because it was his understanding that President Bongo had “carte blanche” authority 
over government revenues. He also told the Subcommittee staff that, because the $ 11 1 million in 
Gabon government funds was sufficient to account for all of the monies in the Bongo accounts, 
he did not press the private bank to obtain documentation of the President’s oil interests or 
determine the source of particular deposits, such as $5 million paid into the OS account during 
1995, and $21.9 million paid into the Tendin accounts in 1997. 

On June 1 8, 1997, after consulting with senior OCC officials, the OCC examiner 
completed a memorandum describing his review of the Bongo accounts and concluding that the 
Citibank private bank had corrected certain deficiencies in its handling of the accounts and was 
not required to file a Suspicious Activity Report. The memorandum includes the following 
statements: 

“We agree with the [Federal Reserve] that no documents exist to detail the wealth source 
or future wealth expectations. ... [P]resent KYC expectations strongly encourage banks to 
complete a thorough analysis of clients, including documenting their attempts to find out 
the original source of wealth. ... Mr. Ober states that President Bongo does not provide 
sufficient information to identify the source of wealth except to say it is from his position 
as Head of State and revenues from oil businesses. However, as a proxy for source of 
wealth. Citibank - Paris perfoimed an analysis of Gabon’s last published budget (1995) 
and found that President Bongo had approximately $111 million, or 8.5% of the total 
1995 budget of Gabon, at his disposal. It is the understanding of bank management that 
these funds are available to the Presidency, without limitation. According to Mr. Ober, 
President Bongo has substantial oil interests in Gabon and other African countries. When 
combined, these factors serve as support for the source of Tendin Investments funds.” 

The memo concludes: 

“Based on our review of the information in all related files and interviews with Mr. Ober, 
we conclude that this relationship and related transactions do not meet the level of 
suspicion expected for filing a Suspicious Transaction Report because of the following 
reasons: President Bongo receives 8.5% of Gabon’s annual budget for the Presidency’s 
unrestricted use. In 1995, that totaled $111 million. ... Based on the interview with Mr. 
Ober, the transactions conducted through Citibank NA are the sort of transactions that the 
customer has historically been making and are normal for the Head of State of an African 
country.” 

Although this memorandum was not shown to the private bank, the OCC examiner met with the 
private bank’s top compliance officer and legal counsel and conveyed its conclusions. 

In separate interviews conducted by the Suhcommittee staff, Mr. Ober and the OCC 
examiner each stated that he did not attempt to verify the information provided about the Gabon 
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budget in the April 9* Rogers email. Mr. Ober told the Subcommittee staff that he did not see 
the 1995 Gabon budget papers, speak directlywith the Gabon government official, or ask 
President Bongo about the information to confimi its accuracy. The OCC examiner told the 
Subcommittee staff that he did not speak directly with Mr. Rogers or the Gabon official, or 
request the 1995 Gabon budget documents. The OCC examiner pointed out that no regulations 
currently spell out the types of documentation banks must obtain to establish the source of funds 
in a client’s account. He explained that his responsibility was to ensure that a bank was taking 
reasonable steps and had adequate systems and procedures in place to evaluate their clients, 
monitor their accounts, and report suspicious activity. He said that, with respect to the particular 
documents in the Bongo accounts, it was not his responsibility to “validate” them, but instead to 
ensure the documents were on file so that, if questions arose about the account, others could 
evaluate them. 

The Subcommittee staff did attempt to verify the information provided to the OCC. After 
obtaining copies of the 1995, 1996 and 1997 Gabon budgets, the Subcommittee staff met with 
Gabon budget experts from the International Monetary Fund (IMF). In addition, a Library' of 
Congress expert on African law evaluated the budget documents and spoke with Gabon budget 
experts from World Bank. 

The Gabon budget experts at the IMF and World Bank were unanimous in their rejection 
of the assertion that President Bongo received $111 million or 8.5% of the 1995 Gabon budget 
for his personal use, or received similar amounts in 1996 and 1997. The Gabon budget experts 
indicated that no recent Gabon budget authorizes the Gabon President to make personal use of 
government funds. Further, they said that the four budget categories allegedly set aside for the 
President’s personal use refer to general budget categories responsible for funding a wide range 
of expenses associated with the Gabon Presidency and other governmental bodies. They 
indicated that, with respect to the Presidency, only about $ 1 3 million was allocated to pay for 
expenses related to the Presidency, such as expenses associated with the Cabinet, Presidential 
staff, and operation of the Presidential offices. They indicated that, as a practical matter, these 
staff and operational expenses had to be and were paid for with budgeted funds in . 1995, 1996 
and 1 997, so that it was implausible to suggest that the funds were wholly diverted for the 
President’s personal use. 

The Gabon budget experts indicated that, if anyone had attempted to verify the budget 
items, they should have easily been able to determine that the assertion that these budget items 
openly authorized a $1 1 1 million set-aside for the President’s personal use was inaccurate, 
implausible, and plainly contrary to Gabon’s budget policy and actual spending. 

The IMF Gabon budget experts also told the Subcommittee staff that, during 1997 and 
1998, the Gabon government engaged in extensive “extrabudgetary expenditiues” on items not 
specified in Gabon’s enacted budgets. They said that these expenditures exceeded 136 CFA (the 
currency used in Gabon) or a’ooui $62 million. They said that, as a result, the IMF had stopped 
authorizing loan disbursements to Gabon in October 1998. The IMF indicated that an 
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independent accounting ofGabon’s actual budget expenditures in 1997 and 1998 is now 
underway, and that no additional loan disbursements would be made until the existing budget 
questions were resolved. 

In addition to obtaining this information about the Gabon budget, the Subcommittee staff 
inteniewed Mr. Ober about the memorandum he authored in 1997. Wlien asked whether he had 
determined that Gabon government funds were a primary source for the funds in the Bongo 
accounts, Mr. Ober said that he had “never made that determination.” Mr. Ober maintained this 
position despite 1997 and 1998 client profiles he drafted which list government funds as one of 
President Bongo’s “Sources of Wealth”: “As Head of State, in excess of USSlOOmm of the state 
budget (=8%) are put at OB’s disposal on a yearly basis to cover all expenses related to the 
Presidency.” [Xd302; X669S] 

When asked, if not government funds, what the source of funding was, Mr. Ober said that 
the funds in the Bongo accounts derived primarily from the $52 million deposit made in 1 985. 
When asked about those funds, Mr. Ober said the deposit took place before he was employed by 
the private bank, the funds had been with the bank for many years, and since the private bank 
was “comfortable” with the funds, he was comfortable with them. He told the Subcommittee 
staff that he did not ask President Bongo directly where the funds came from “for reasons of 
etiquette and protocol” and because he was “not sure what the reaction would have been.” 

Multi-Million Dollar Deposits. Wnen asked about deposits made while he was 
managing the accounts, including $5 million deposited into the OS account in 1995, $3 million 
deposited into tlie Tendin accounts in 1996, and $21.9 million deposited into the Tendin accounts 
in 1997, Mr. Ober told the Subcommittee staff he had little specific information about the funds, 
other than that they w'ere related to President Bongo’s oil interests. The Subcommittee staff 
found Mr. Ober’s lack of information with respect to these deposits troubling, since they were 
made on his watch, during the time he had primary responsibility for monitoring the account 
activity. The deposits totaled almost $30 million over three years. 

The $5 million deposit was made in 1995, to President Bongo’s newly opened special 
name account, OS. Mr. Ober indicated that this account had been set up for the express purpose 
of receiving payments from oil companies, and that President Bongo had made his chief oil 
adviser, Samuel Dossou, a signatory with pow'er of attorney over the account. Oil revenues are a 
particularly sensitive matter in Gabon, because oil revenues provide the largest source of 
govemment funds, and there are longstanding rumors of government corruption involving the oil 
industry, including government officials’ diverting oil revenues from the public treasury and 
receiving bribes from oil companies. For these reasons, the secretive name of the OS account, its 
intended use as an account to receive oil company payments, and involvement of the President’s 
oil advisor all raise questions about y/hy the private bank did not take additional steps to review 
the source and nature of the deposits. * The timing of the OS account is also noteworthy, because 
it opened in late 1 995, around the same time that the IMF completed a new loan agreement with 
Gabon imposing new restrictions on oil revenues and greater accounting controls. 
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Mr. Ober’s lack of information about the 1 996 deposits of $3 million and 1997 deposits 
of $21.9 million deposits is even more troubling. These deposits were made about six months 
after President Bongo had paid off his private bank loans with $3 1 million drawn from his 
accounts, and the Tendin account totals dropped to a 10-year low of $28 million. Mr. Ober told 
the OCC and the Subcommittee staff that President Bongo resolved to “replenish” the Tendin 
accounts. Bank records indicate the President started to do so in the fourth quarter of 1996, with 
the $3 million in deposits, followed by the deposits of $21.9 million during the first quarter of 
1997. 


Mr. Ober told the Subcommittee staff during his interview that he could not provide 
specific information about these deposits, even when shown an email he sent on February 26, 

1 997, indicating that three recent deposits into the Tendin accounts, for $ 12 million, $3 million 
and $5 million, were “proceeds from the sale of some investments in the oil business in South 
Africa.” [X4314] Mr. Ober stated that he could not recall, and did not think he ever knew, the 
particular oil companies involved, the nature of the investments in South Africa, the transactions 
involved, or why there were three payments of varying amounts. 

Subsequent to his interview. Citibank provided the Subcommittee with additional 
documents related to these deposits. One set of documents involves a S 1 .9 million deposit made 
m December 1996 through a wire transfer from the State Treasurer of Gabon. [X7063] When 
asked to confirm the source of the funds, a Gabon Citibank employee stated in a December 26, 

1 996 email: “Funds have come from the state freasury. The treasurer called me to advise that 
the payment is by order of the ‘patron.’” On January 7, 1997 Mr. Ober sent an email to the 
Cititrust trust officer in the Bahamas administering Tendin ’s accounts, stating: “On 12-24-96, 
we received a transfer for $ 1,886,792.45 for Tendin (by order of the State Treasury via Citibank 
Gabon). Tlius, we must invest this amount ....” [X7064] 

About one month later, in emails dated February 18 and 19, 1997, Mr. Ober infoimed his 
colleagues, including the Bahamas trust officer, that he had returned from a visit with President 
Bongo in Afiaca with an additional $15 million to invest. [X7065] The emails indicated that the 
funds had been wire transferred from three Swiss banks at the direction of President Bongo’s oil 
advisor, Samuel Dossou, and “the money comes from the sale of investments in South Africa in 
the oil sector.” These w^ere the Investments about which Mr. Ober had no specific information. 

Two weeks later, apparently after learning that none of the recently received funds had 
been invested, Mr. Ober sent the Bahamas trust officer a lengthy fax which included the 
following statements: 

“This is a follow up to our phone conversation of today during which you indicated that 
you were unable to send me instructions to invest the $15.3 MM for Tendin since the 
Tm.st company has compliance concerns with these funds, ... If you want to return the 
funds, the sooner the better ... lam also amazed that your office has problems with the 
12/96 S1.9MM. received from the State Treasury of our client’s country. No one so far 
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has expressed any concerns to me about it. ... [T]he Federal Examiners earlier this year ... 

had no problem ... (neither do ]) Mr. Muwaifak Bibi (head of EMEA in NY) [and] 

Mr. Salim Raza, head of PBG Emerging markets {including Africa) ... are satisfied with 

the source of these monies. ... Please send me your instructions ASAP.” 

By the end of March 1997, $21.9 million had been invested on Tendin’s behalf. 

Mr. Ober’s internal straggle to invest the $21.9 million took place during tlie same month 
that the OCC initiated its review of the Bongo accounts. The questions that the bank’s own bust 
and compliance personnel raised about the source of funds were repeated by the OCC examiner, 
who apparently was not told of the compliance concerns being raised within the bank. The OCC 
examiner told the Subcommittee staff that he requested but never learned the source of the $20 
million increase in the Bongo accounts in 1997. He said that he finally decided not to press the 
private bank about the deposits because it had already identified sufficient government funds to 
explain all of the monies in the Tendin accounts. 

French Criminal Investigation. The compliance concerns in early 1997 over the $21.9 
million in deposits were not the only development affecting the Bongo accounts during the OCC 
review. In April 1997, a number of articies appeared in the press describing an unfolding 
criminal investigation by French authorities into corruption allegations involving the French oil 
company, Elf Aquitaine, and its subsidiary Elf Gabon, over bribes to government officials. 

In April 1 997, five articles in the major French paper, Le Monde , raised questions about 
President Bongo’s role in the scandal. One headline stated: “Omar Bongo Could be Implicated 
in the Elf Affair.” Among other allegations, the articles reported that two Swiss bank accounts 
corrtaining millions of dollars in allegedly improper payments by Elf had been frozen by Swiss 
authorities at the request of French criminal investigators. One account was in the name of a 
shell corporation called Kourtas Investment, while the other was a special name account called 
Colette - both were linked to President Bongo through his oil advisor Samuel Dossou. The 
articles also reported that President Bongo had sent an angry letter to French President Jacques 
Chirac on March 1 8, 1 997; telephoned him late at night on March 29*; and canceled a state visit 
to France planned for April, to protest the ongoing criminal probe. Other major papers carried 
similar articles, such as the April 8* article in the London Guardian entitled, “Gabon Chief 
Threatens Oil Deals After Fraud Charges.” On August 6, 1 997, LeMopde reported that th.e 
Swiss prosecutor defending the freeze on the Kourtas account declared in open court that 
President Bongo was “the head of an association of criminals,” 

Mr. Ober told the Subcommittee staff that he was aware of the Le Monde articles and the 
allegations against President Bongo, but said that because his colleagues in Gabon expressed 
doubt about their credibility, he did not attempt to find out more and did not discuss the matter 
with lus supervisors. However, subsequent to this interview. Citibank provided the 
Subcommittee with a copy of an April 28, 1997 email from Mr. Rogers, head of the private 
bank’s African market, to Mr. Ober and several supervisors in the piivate bank about the press 
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coverage. Mr. Rogers wrote; 

“[Francois] Herve [then head of the Paris office] and I feel quite strongly that all of us 
need to be very thoughtful and selective about the press coverage we choose to interpret 
and share about our top customers. In the case at hand, the information which has come 
to light recently is part of an ongoing controversy which stretches back well into last year, 
and which largely transcends the sole question of our customer’s personal and financial 
dealings. I am unable to interpret the current press allegations insofar as they might touch 
upon the Bank but would not be tempted to try because of the doubts it could raise in 
people’s minds about our own relationship with our customer. ... [W]e ought to be 
extremely careful about sharing such information vrith regulatory authorities, 
because we can’t answer for it. ... [W]e should stay as far away as possible from this 
mess, unless and until any one of us has firm or verifiable evidence which would lead us 
to suspect the Batik’s interests are at risk.” 1X7054-55; emphasis added] 

This email was also forwarded to the private bank’s legal counsel, [X7076] 

In addition, without Mr. Ober’s knowledge or participation, someone deteimined that 
the head of the private bank should be made aware of the articles and allegations. Documents 
prepared for an October 199? annual review by the private bank head of public figure accounts in 
the EMB.-k Division, state in the entry for President Bongo: “Newspaper reports 4/1997 claim he 
has accepted bribes from ELF- Aquitaine.” [CS1S89] 

1997 Public Figure Review. President Bongo’s accounts were formally reviewed in 
October 1997, through the annua! public figure review process, by Mr. Aziz, then head of the 
private bank. The decision was to leave them open. This decision was made despite the private 
bank’s awareness of the bribery allegations and criminal probe, despite the criminal probe’s 
focus on suspect funds in bank accounts linked to President Bongo through his oil advisor Mr, 
Dossou in arrangements mirroring the OS account, and despite bank regulators’ expressing 
concerns about the Bongo accounts. The Subcommittee’s investigation indicates that no one in 
the private bank asked, in connection with the 1997 review, any questions about the $21,9 
million, the largest payment into the Bongo accounts in ten years. No one asked questions even 
though Mr. Ober had let it be known through his Feoruaiy emails that the money related to 
President Bongo’s dealings in oil, the very subject of the criminal probes. 

The accounts were also left open throughout 1998, despite a renewed focus in the private 
bank on public figure accounts and continued press reports on President Bongo’s frozen bank 
accounts in Switzerland, including a third account in the name of Davenport .Associated SA, 
again linked to President Bongo through Mr. Dossou, and again frozen by Swiss authorities at 
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the request of the French.’ In January 1998, an internal quality assurance review of the Bongo 
client profile determined that additional infonnatiori was needed on the source of the funds in the 
accounts. [X2478,3415] Mr. Ober told the Subcommittee staff that he revised the profile in 
response to the quality assurance requests. In addition to referencing Gabon government funds 
and oil interests, including shares in Elf Gabon, the profile was revised to include references to 
President Bongo’s ownership of real estate in Gabon and France, and ownership of shares in a 
French bank, car dealership, and salt and rice distribution companies. Mr. Ober told the 
Subcommittee that he did not obtain this information directly from the client, but from public 
sources and other Citibank offices doing business with President Bongo. There is no evidence in 
the account documentation, however, that any of the funds in the Bongo accounts at the Citibank 
private bank actually came from real estate investments or the named businesses. 

Closing the Accounts. In late 1998, the private bank head began an intensive review of 
all of the public figure accounts at the private bank. Accounts which had passed muster for years 
began to be questioned. The private bank compliance head told the Subcommittee staff tliat the 
Bongo accounts were the subject of several discussions in late 1998. 

Subsequent to the interviews provided by the private bank staff. Citibank provided a copy 
of a November 6, 1998 email from Christopher Rogers to Salim Raza and others warning of the 
consequences of closing the Bongo accounts. [X7045] Mr. Rogers wrote: 

“We ought to ensure that we face this issue and its possible implications with our eyes 
wide open. Whatever internal considerations we satisfy, the marketing fallout is likely to 
be serious. ... Sam [Dossou] gets his marching orders from Tondin. ... Tendin has been 
vitally instrumental in our franchise’s success over the years. ... Sam helped the Branch 
considerably over the last two years to obtain a more reasonable and rightful share of 
public sector deposits, with Tendm’s blessing. The probability of this support being 
reversed indefinitely should be weighed seriously. ... Tendin’s family and friends extend 
far. ... The impact on [private bank] marketing in Francophone Africa will bb serious. 
Beyond this, there would be legitimate grounds for concern in many people’s minds 
about whether Citibank was abandoning this part of the Continent.” 

On December 21, 1998, Mr. Ober sent an email to Mr. Rogers indicating he’d received 
“an impromptu visit” from the private bank head, Mr. Aziz, and Western Hemisphere Division 
head, Ivfr. Montero, who brought up the Bongo accounts and discussed closing them. [X7048] 

On December 24, Mr. Rogers sent an email to Mr. Raza stating that, after lengthy discussions 
with Mr. Ober and others, he’d like to make the following proposal: 


’ See “Swiss Investigators Seize Gabon President’s Bank Account, “ AFX News 
(S/29/98); “President of Gabon’s Appeal asainst .Account Block Rejected,” AP Worldstream 
(U/2/9S). 
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“It is possible ... we could [ijnduce Tendinto maintain a completely transparent 
relationship .... The idea of setting new target and acceptance criteria for top public 
figures who are whistle-clean and agree to total transpaience in exchange for the privilege 
of banking with us might be compelling to Saukat [Aziz] and others. We would be 
adapting to the times instead of jettisoning quality assets .... In extremis, we could 
demonstrate to anyone that our customer is not bleeding a poor country because all 
balances and sources of fiinds would have been vetted by us at the source.” 

In January 1999, when the Bongo accounts came up for formal review, Mr. Aziz decided 
to close them. When asked why, the private bank’s top management told the Subcommittee staff 
that the accounts had inspired too many questions, required too much paperwork, and incurred 
too many “incremental costs.” The compliance head told the Subcommittee staff the account 
“just wasn’t worth keeping open.” Neither he nor the private bank head made any mention of the 
ongoing criminal investigation into President Bongo or the Colette, Komtas and Davenport bank 
accounts which had been frozen by Swiss authorities for suspect fiinds. 

In early 1 999, the private bank developed an exit strategy to close the accounts, allowing 
President Bongo to move his funds in an orderly fashion to other financial institutions. As of 
October 1999, while millions of dollars had been moved out of the accounts, millions of dollars 
still remain in the accounts at Citibank private bank. Private bank personnel told the 
Subcommittee staff they expect the accounts to be completely closed sometime in the year 2000. 

The Issues 

The 1997 due diligence questions raised about the Bongo accounts arose after the 
problems with the Salmas and Zardari accounts. Unlike the Salinas and Zardari matters, the 
Bongo accounts did not escape the attention of regulators. In 1996, the Federal Reserve 
identified the account as troublesome. In 1997, the OCC began asking hard questions about the 
source of funds and required the private bank to respond. The private bank’s response was 
marked by customer deference and a lack of sensitivity to due diligence problems. President 
Bongo apparently provided little information or documentation about the source of his funds, and 
the private bank was reluctant to ask him for information, not only because he was a 
longstanding client, but also because he was a head of state. So to obtain the file documentation 
requested by regulators, the private bank decided to manufacture the appropriate documentation 
itself. The one-page file memorandum it produced relied on second-hand information gathered 
in a short period of time, without supporting documentation and without client verification. 

More striking than these procedural deficiencies is the substantive result of the parJc’s 
due diligence efforts - the determination that a primary source of the funds in the Bongo 
accounts was over $100 million in Gabon government funds each year. 

Mr. Ober maintains he never made that determination. One of the supervisors on the 
account, Salvatore Mollica, told the Subcommittee staff that it was highly unusual for 
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government tunds to be cited as a client’s source of wealth. Yet the $111 million figure appears 
Tn every Bongo profile after April 1997. Even when faced with comments such those in the 
Rogers email that the President’s control over the $1 H million was “not spelled out for obvious 
reasons,” no one in the private bank seemed to realize that their own due diligence efforts were 
raising troubling questions about the source of the client s funds. Compliance concerns raised 
about specific deposits, the $1.9 million from the Gabon Treasurer and the $20 million from 
Swiss bank accounts, were apparently resolved without any conducting any investigation into the 
sources of the funds. 

Even when the private bank’s top management was informed of a criminal probe into 
corruption allegations involving President Bongo during an October 1997 review of his accounts, 
there appeared to be no realization of any risk the private bank was taking in maintaining his 
accounts. When the private bank decided to close the accounts in 1999, management told the 
Subcommittee staff that the decision was made because of the costs incurred in answering 
questions about them, rather than because of any concerns about President Bongo s conduct or 
reputational risk to the bank. 

The private bank’s lack of concern over the Bongo accounts in October 1997 can be 
attributed in part to the actions of regulators. Four months earlier, the OCC had told the private 
bank that its file memorandum was enough to establish the source of funds in the Bongo 
accounts and there was no need to file a Suspicious Activity Report. The OCC offered no 
criticism of the file memorandum for lacking supporting documentation or client verification. 
There was no criticism of the client’s lack of cooperation. There was no insistence that the 
private bank obtain specific information about President Bongo’s oil interests or the $21.9 
million just deposited. The OCC expressed no concern over the two alleged sources of funds in 
the Bongo accounts - government funds and oil revenues - even after being told by the private 
bank, as recorded in handwritten meeting notes, about the Elf criminal investigation into matters 
related to President Bongo. Instead, the OCC gave its approval to the private bank’s 
management of the Bongo accounts. 

In defense of the OCC’s decision, it must be noted that there is currently no statutory, 
regulatory or industry guidance on what is adequate due diligence. In addition, there is the 
dilemma of how far a regulator can go in compelling a private bank to get information from a 
head of state, senior government official, or relative. 
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(4) Abacha Sons Case History 

The Facts 

The fourth and final case history involves Citibank private bank accounts belonging to 
Mohammed. Ibrahim, and Abba Sani Abacha. These three individuals are sons of General Sani 
Abacha, who was the military leader of Nigeria from 1993 until his death in 1998, and who is 
widely condemned as responsible for one of the most corrupt and brutal regimes in Africa. The 
private bank had decided in early 1999 to close the accounts, but was prevented from doing so by 
a court order freezing the fends. 

Background. Nigeria is located in western Africa.* It is the continent’s most populous 
state, with 107 million people. Since declaring its independence from Britain in 1960, Nigeria 
has undergone frequent interna! conflict and military coups. In June 1993, Nigeria held its first 
election in almost a decade, which was believed to have been won by Chief Moshood K.O. 
Abiola, a Yoraba businessman. Military leaders aimulled the election, and in November 1993, 
General Abacha took power. He remained in office until his death due to a sudden heart attack in 
June 1998. His tenure was frequently criticized for human rights abuses and corruption. For 
example, a 1999 Nigeria Human Rights Report describes the Abacha administration as involving 
“years of terror and brutality’’ in which “extra-judicial killings, torture, assassinations, 
imprisonment and general ’narassment of critics and opponents was commonplace.’’ Tire 
September 1999 CRS Issue Brief on Nigeria states that Western officials believe General Abacha 
“may have stolen over $3.5 billion over the course of his five years in power’’ and describes 
severe problems caused by “large-scale theft from the new almost bankrupt Nigerian freasuty. 

After General Abacha’s death. General Abdulsalam Abubakar took control of the 
country, initiating political, economic and social reforms. Elections were held in February 1999, 
and former military leader General Olusegun Obasanjo, imprisoned for three years under the 
Abacha regime, became the new President of Nigeria. 

According to press reports, a few weeks after General Abacha’s death in 1998, his wife 
Maryam was stopped at a Nigerian airport with 38 suitcases “stuffed fell of foreign currency , 
and a son was “caught with about $ 1 00 [million] on him.’’* Within a few months, the Nigerian 
government announced that it had recovered $750 million fiom the Abacha family through these 


*Faots in this paragraph are taken from CRS Issue Brief No. IB98046, “Nigeria in 
Political Transition” (9/24/99). 

■’This 1 82-page report was produced by the Lagos-based Constitutional Rights Project 
with the assistance of the National Endowment for Democracy. 

*“How the grand lootocracy beggared Nigeria’s people,” TTie Observ er (1 1/22/98). 
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and other seizures, and requested the assistance of the United States and other countries in 
recovering additional fends believed to have been illegally obtained and transferred abroad by 
the Abacha family and associates.® The United States agreed to provide this a.ssistance, and the 
Swiss have already done so, issuing orders on October 14, 1999, freezing accounts held by 
Abacha family members and associates at five Swiss banks, pending legal filings by the 
government of Nigeria.''* In addition, Nigeria has arrested Mohammed Abacha, along with five 
others, for the murder of Kudirat Abiola, wife of the late opposition politician, Moshood Abiola. 

Structure of Private Bank Relationship. Abacha sons Mohammed and Ibrahim first 
became clients of the Citibank private bank in 1988. They began by opening accounts in the 
London office, which grew in number over time, including a special name account called 
“Navarrio” opened in 1994, and accounts opened in 1995 in the name of a shell corporation, 
Morgan Procurement Corporation. These accounts were used, according to account 
documentation, for commodity trading, phamiaceutical company commissions, petroleum 
proceeds, and other business transactions, as well as personal investments. [CS2937; CS3252; 
CS3277] The funds in the London accounts fluctuated considerably over time but increased 
overall, with records showing overall totals of $18.5 million in 1996 [CS1893]; $45 million in 
1997 [CS1890]; and $60 million in 1998 [CS2137]. 

After General Abacha’s death in June 199S, and the initiation of a government 
investigation into bank accounts held by him and his family, the Abacha sons made an urgent 
request to the Citibank private bank in September 1998, to move $39 million out of their London 
accounts. The funds were then in a time deposit that would not mature for two weeks and which, 
if the deposits were withdrawn prematurely, would result in a hefty penalty. The Abacha sons 
asked and the private bank agreed to allow them to incur an S39 million overdtiaft - secured by 
the time deposit - and transfer the $39 million out of Citibank immediately, Tne bank then 
satisfied the loan when the time deposit matured two weeks later. In this way, the Abacha sons 
were able to move $39 million out of their accounts in the face of an ongoing government 
.investigation into their funds, without even incurring a financial penalty. The Londdn account 
totals then dropped to about $17.5 million. 

The Abacha sons’ relationship with the private bank in the United States began in 1992, 
when Mohammed and Ibrahim opened a special name account in New York called “Gelsobeila, 
The account was opened, according to account documentation, to handle funds associated with 
an airline business the sons were starting through their company Seicon Airlines, to operate 
flights between New York and Lagos, Nigeria. A third signatory on the account was Yaya 
Abubakar, a “business partner.” [CS4787] In 1994, after a third party attempted fraudulently to 


’ See , e.g. . “Nigeria seeks help in tracing billions ‘taken’ by former military leaders,” 
Financial Times (7/23/99); “Abacha family returns more dollars, ”AP Worldstream (1 1/10/98). 

’’’“Swiss freeze accounts of Nigeria’s Abacha,” Reuters (10/14/99) 
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gain access to funds in the Gelsobella account, the sons allowed the acco-ont to go dormant and 
opened a second special name account in New York called “Chinquinto.” In January 1996, after 
Ibrahim Abacha died in an airplane accident, Mohammed added another brother, Abba, to the 
accounts. However, the New York accounts were rarely used after Ibrahim’s death and closed in 
late 1997. 

The funds in the New York accounts fluctuated over time. For the first two years, the 
monthly account balances generally stayed under $2 million [CS1961], which was in line with 
the expectations for the account [CS4787]. Then, for about six months, deposits increased 
dramatically, jumping to $15 million at the end of 1994, and a high of $35 million in early 1995. 
The deposits then dropped just as suddenly, falling to $400,000 by the end of the year, and 
$5,000 by 1996. Altogether, about $47 million went through the New York accounts, almost all 
of which moved through the accounts during a six-month period in late 1994 and early 1995. 

The account documentation refers to still another account in the Isle of Jersey [CS32g5], 
but no additional information on the nature of this account or the amounts involved was 
provided. 

In addition to checking, money market, time deposit and investment accounts, the private 
bank extended credit to the Abacha sons through several mechanisms, including letters of credit, 
trade financing arrangements, overdraft facilities, and multiple credit cards. On one occasion in 
1 997, the private bank facilitated the cash purchase of a London apartment for about £ 363,000. 
[CS3171, 3179, 3189] In another instance in 1998, already described, the private bank permitted 
the sons to incur a $39 million overdraft, which the bank repaid when an existing time deposit 
matured a few days later. 

The private bank also worked with other parts of Citibank to move millions of dollars for 
the Abacha sons accounts across national boundaries. Account documents indicate, for example, 
that Citibank moved $10 million for Morgan Procurement in April 1 996, from Lond'on through 
New York [CS2955]; moved $4.5 million for the Navarrio account in April 1997, fixim London 
to New York [CS2969]; and $39 million in four transfers in September 1998, from London to 
various beneficiaries in Switzerland and elsewhere [CS2995-96]. 

The Abacha sons requested and the private bank provided a number of measures to 
ensure secrecy. Three special name accounts were established - Navarrio, Gelsobella, and 
Chinquinto - as well as accounts in the name of a shell corporation, Morgan Procurement. The 
London profile for the account states: “Do not telephone Client in Nigeria,’’ [CS2734] In 1994, 
after the attempted fraud on the Gelsobella account, the private bank established codes to refer to 
fund transfers affecting the accounts. The New York office began using one set of codes in 1994 
[CS 19667, 1970-71], while the London office was given another set in 1995 [CS3157]. 

The Relationship Managers. The London office was considered the primary account 
manager for the relationship. The London accounts were opened in 1988 by Michael Mathews, a 
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private banker specializing in Aftican clients. He did most of the work on the accounts until 
1996, when Melanie Walker and Naveed Ahmed began handling them as well. The New York 
accounts were opened and managed by Alain Ober, the New York specialist in African clients. 

He told the Subcommittee staff that he only had a few Nigerian clients, of which this was the 
largest relationship. 

Mr. Ober’s New York supervisor on the Abacha accounts was Salvatore Mollica, who 
told the Subcommittee staff that he did not recall either tlie accounts or tlie client names. Mr. 
Mollica indicated that he did not recall meeting any of the account signatories, even though he 
travelled to Nigeria with Mr. Ober while the accounts were open. 

Bue Diligence and Account Monitoring. The account documentation indicates that 
both Mr. Mathews and Mr. Ober performed due diligence reviews prior to accepting the Abacha 
sons as clients, but it is unclear whether either realized they were managing accounts for the sons 
of the Nigerian head of state, until sometime in 1996. The London accounts were opened in 
1988, and the New York accounts were opened in 1992, prior to General Abacha’s assumption of 
power in Nigeria in November 1993. 

Pnor to opening the New York accounts, Mr. Ober obtained two bank references for the 
Abacha sons and also asked Mr. Mathews for a reference. In an email dated March 3, 1992, Mr, 
Mathews wrote the following; 

“Ibrahim and Mohamed Sani are the son and adopted son of Zachary Abacha, a well- 
connected and respected member of the Northern Nigerian cominunity. He has given his 
sons power to operate his accounts, and for the last three years they have been trading 
commodities through us, and the account has operated entirely satisfactorily, although 
balances have fluctuated wildly. In contrast to other Nigerians we have dealt with, I have 
found Ibrahim and Mohamed unfailingly charming, polite and, above all, reliable .... 
[T]hey are clearly target market by association, and the section of the Nigerian 
community that we should be dealing with.” [CS2071] 

This description is important for two reasons. First, it suggests that it was Mr. Mathews’ 
understanding that the funds in the London accounts actually belonged to the father of the sons, 
who were “target market by association.” Second, his description makes no reference to General 
Abacha’s military status, and it is unclear whether Mr. Mathews was aware of it at the time. 
Certainly, he did not convey it to Mr. Ober. 

Mr. Ober has told the Subcommittee staff that he was unaware for the first three years he 
handled the accounts that Mohammed and Ibrahim were the sons of the Nigerian military leader. 
He said that they used “Sani” as their last name, rather than “Abacha,” and he believed them to 
be ordinary Nigerian businessmen, rather than relatives of a public figure. He indicated that he 
first discovered their relationship to General Abacha when a Citibank colleague mentioned it to 
him by chance a few weeks before Ibrahim’s death in .Tanuary 1996. 
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Mr- Ober told the Subcommittee staff that he later asked Mr. Mathews whether he had 
known of the connection to General Abacha, and was uncertain from Mr. Mathews’ response 
whether he did. A document which suggests that Mr. Mathews did not know is a May 1996 
public figure review list which describes the London accounts as belonging to “Muhamed Sani[,] 
Son of Minister for Youth and Sport.” [CS1893] Contrary to this description, in 1,996, 
Mohammed’s father was, in fact, the Nigerian head of state. The 1997 public fig-ore review list 
describes the same accounts as belonging to “Muhamed Sani[,] Son of Nigerian President .... 
Account opened several years before father became President.” 

The fact that the New York private banker did not know, for more than three years, that 
he was dealing with the sons of the Nigerian head of state is a critical lapse in due diligence, A 
second due diligence problem involves the account documentation he provided indicating that 
the primary source for the funds in the New York accounts was the sons’ airline business. 
Publicly available documentation from the U.S. Department of Transportation indicates that the 
relevant U.S.- Lagos flights -were active for only one year, 1992-1993, In 1993, after the United 
States declared the Lagos airport unsafe, U.S- carriers halted all flights to that airport. These 
flights produced no revenue after 1993, and, based on records we have, could not be responsible 
for the $47 million deposited into the New York accounts from December 1994 until June 1995, 
more than two years after the U.S. - Lagos flights had stopped. 

The account documentation does not acknowledge tmtrl 1997, that the U.S.-* Lagos flights 
had stopped producing revenue. Nor does it explain the source of the funds in the account after 
1993, other than by making general references to plans by the Abacha sons to expand their airline 
business, including beginning charter flights to Mecca in 1993. The documents provided to the 
Subcommittee contain no evidence of the number of Mecca flights planned, the cities involved, 
or the years in which the Mecca flights actually took place. Nor could the Subcommittee staff 
find evidence of these charter flights to Mecca in U.S. Department of Transportation airline 
records. In addition, airline experts with the Congressional Research Service and an air charter 
company told Subcommittee staff that, if the Mecca flights had taken place, it was extremely 
unlikely that they could generate $47 million in six months. While there may be other 
explanations for these fluids, none appears in the New York account documentation for 1994 or 
1995. 


The account documentation also indicates that, at times, private bank personnel expressed 
concerns about whether they were being told complete information about the accountholders’ 
business activities. For example, a memorandum dated January 18. 1995, by Luella Gentles, a 
service officer working with Mr. Ober in the New York office, describes receiving a request to 
transfer $5 million from the Chinquinto account to the benefit of “A. Bagudu.” [CS 1953-55] 

Due to their unfamiliarity with this name and need for caution after the attempted fraud on the 
Gelsobella account, the private bank delayed the transfer request until they obtained more 
information from the accountholders. The memorandum states that Yaya Abubakar and Ibrahim 
Sani telephoned from Tripoli, Libya, to approve the transfer, and the following conversation took 
place. 
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“Ibrahim explained that Mr. A. Bagudu ... was an associate of theirs, and he had 
transacted some business on their behalf." ... Sal [Mollica] and I questioned Ibrahim as to 
the nature of the business and the purpose of the funds. He assured us that it was 
straightforward and legitimate, but he could not go into details from the hotel telephone 
in Tripoli. 

I inquired of Ibrahim whether his visit to Libya was to expand his airline business into 
that country. He stated that he, Yaya and Mr. Bagudu had accompanied the Ambassador 
of Nigeria to Libya for a conference with some [Libyan] businessmen with the hope of 
establishing business in Libya. 

Sal and I thanked Ibrahim for his openness and explained why we had to question the 
movement of such a large sum of money under circumstances which were not in keeping 
with their normal request. Ibrahim assured us that he is not engaged in any political 
activity and all transactions are directly on terms of his business contracts. 

My concern is heightened with the knowledge that he was with the Nigerian Ambassador 
in Libya plus the recent increase in the flow of funds into the account. For the two 
months - Dec. 1994 and Jan 1995, we have received in excess of $21 MM. 

Sal states that I should inform Alain [Ober] of this conversation with the client arid have 
Alain speak with Ibrahim again when he is able to speak more freely and openly. 

At the top of the memorandum is a handwritten notation: “Source of funds/Libya.” 

This memorandum indicates that, in January 1995, private bank personnel were aware of 
and were concerned about the sudden influx of more than $20 million funds into the New York 
accounts, the transfer of $5 million to an unfamiliar person, and the discovery that the Abaoha 
sons were conducting business in Libya, which had no apparent connection to the airline 
supposedly generating the funds in the accounts. These transactions were out of line with the 
account history. Mr. Ober told the Subcommittee staff that he assumes he spoke with Ibrahim 
Abacha after this event, but could not recall what was said other than he must have received 
sufficient assurances to take no further action. 

Mr. Ober’s supervisors also took no action on the account. Mr. Mollica, then head of 
Europe, Middle East and African accounts in New York, told the Subcommittee staff that he 
could not even recall the accounts, much less any problems with them. The private bank 


‘ 'Abubakar Attiku Bagudu, a former minister in the Abacha administration, is allegedly 
named in the Swiss order freezing bank accounts of persons associated with General Abacha; 
however, it is unclear if he is the person referred to in the memorandum. See “Swiss freeze 
accounts of Nigeria’s Abacha,” Reuters (10/14/99) 
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compliance officer assigned to monitor client transactions in New York also could not recall the 
accounts. He told the Subcommittee staff fliat these accounts did not come to his attention even 
thougli the 1 994-1995 transactions were out of line with prior transactions; account balances 
jumped from $2 million to $14 million to $35 milKon in two months; millions of dollars were 
deposited and withdrawn v/ithin days; and Nigeria had been identified by the private bank as a 
high risk country for money laundering. 

It is unclear whether the private bank personnel handling the Abacha sons’ accounts in 
London were ever made aware of the $47 million influx of funds in New York; however, they 
too became concerned about the business activities of the Abacha sons during 1995. [CS3190-96: 
321 1-12] During the sutmner of 1995, the Abacha sons apparently asked the private bank to 
guarantee a $55 million advance payment by the Nigerian Federal Ministry of Women Affairs to 
its shell corporation, Morgan Procurement, to supply vaccines at a later date. Documents suggest 
the bank personnel were uncomfortable with the vaccine contract, which was only two pages m 
length, and with guaranteeing a huge advance payment for vaccines to be delivered in partial 
shipments at a later time. 

An email dated August 3,1995, from David Hightower in London states the following: 

“Claudia, I need your help pinpointing the issues that concern you with this .APG 
[.Advance Payment Guarantee], The client is a prominent and longstanding 
Nigerian customer and therefore we need to be specific, clear and diplomatic in 
the way we present our concern about potential money laundering scams to which 
we feel he may be at risk.” 

The reply email dated August 4, 1995, from Claudia Nazei states: 

“I Just do not feel right about this deal, it has ‘tjpicai’ characteristics of a 41 9 - a 
women’s group in Nigeria apparently has USD 210MM to spend on vaccines and is 
prepared to pay USD 55MM up front against a guarantee issued by Citibank, the value of 
the guarantee will reduce as good,s are shipped - sound like a ram one to you? 

Bank personnel were still working on the transaction in 1996, and it is unclear whether it actually 
went forward. 

What is clear is that, beginning in 1996, the funds in the London accounts began climbing 
rapidly. The fluids more than doubled from $18.5 million in 1996, to $45 million in 1997, and 
increased another 30% in 1998 to $60 million. These account balances do not capture the 
additional funds that were passing throag-h tlie accounts during tliese years. Yet the private 
bankers managing the accounts do not, in the account documentation provided to the 
Subcommittee, identify the sources of the new funds. 

At the same time the Binds were increasing, the client profiles for the London accounts 



932 


61 

twice failed reviews by compliance personnel evaluating the due diligence efforts of the private 
bankers. A review conducted in June 1997 found the London client profile deficient in every' 
category tested, from source of wealth to business background to source of funds used to open 
the account. [CS3281] A September 1998 review states, “Lack of detail in Source of Wealth on 
these profiles. ... [A]greed to pass QA [Quality Assurance review] on basis that we are exiting 
these relationships.”'^ 

The client profiles in New York also do not inspire confidence. No profiles were 
provided for the accounts during 1994 and 1995, during the $47 million influx. In fact, the only 
profiles provided are from 1997, a few months before the New York accounts were closed. The 
1997 Gelsobella client profile provides this information: 

“Source of Wealth/Business Background: Charter airline co owned by two sons of 
President of Nigeria, General Sani Abacha (Ibrahim and Mohamed) and Yaya Abubakar, 
a pilot. Wealth comes from father who accumulated wealth as head of state of major oil 
producing country. ... Please refer to profile under ‘Chi[n]quinto’.”[CS7182; converted 
from all capitals in original text] 

The 1997 Chinquinto client profile adds the following infonnation: 

“Special name a'c opened ... to cover activities of charter airline (Selcon Airline Co.) 
NigeriafiJS and Mecca flights. Wealth comes [from] father in connection with oil 
industry (NNPC) since Nigeria is major oil producing country. ... AJc currently dormant 
pending reactivation of U.S. business (flights U.S.-Kigeria with American Transair). ... 
General Sani Abacha is the current military ruler of Nigeria where there is a lot of 
coiTuption in connection with the petroleum industry. However, our past experience with 
the signers of Chinquinto has been good and very professional .... A/c was used mostly to 
pay American Transair and bills connected to plane usage,” [CS7163; converted from all 
capitals in original text] 

Both profiles identify the charter airline company as a key source of funds, without 
providing any information on its operations or revenues, other than to note the U.S.- Lagos 
flights were then dormant. The only other source of wealth identified is General Abacha’s oil 
industry connections, ‘fivhere there is a lot of corruption.” The profile discounts the corruption 
risks by stating that the private bank’s past experience with the Abacha sons has been “good,” 
omitting the concerns and account fluctuations in 1995. The profile also states that the New 
York accounts were used mostly to pay bills associated with American Transair, the U.S. 
company that actually operated the U.S.-Lagos flights. The profile fails to note that American 
Transair operated those flights for only one year, from 1992-1993, and those flight revenues do 


'^The profile’s section on source of wealth is not reproduced due to heavy redactions. 
[CS2735-36] 
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not explain the six-month influx of $47 million in 1994 and 1995. 

Mr. Ober told the Subcommittee staff that he had long been aware that corruption was a 
problem in Nigeria and had, as a result, stopped traveling to the country to solicit business. He 
said that he was aware of the events in 1998, when General Abacha’s wife was stopped with 38 
suitcases full of cash and son was stopped with $100 million in cash. He said that he had not, 
however, discussed these events with his colleagues or supervisors. 

Closing the Accounts. In the first quarter of 1999, in connection with its new public 
figures policy and renewed focus on public figure accounts, the private bani decided to close the 
Abacha sons’ accounts. None of the persons interviewed by the Subcommittee staff provided a 
specific rationale for tlnis decision. None cited the corruption allegations or concerns with the 
source of funds in the accounts. 

Before the private bank actually closed the accounts, a London court issued an order in a 
civil suit in March 1999, freezing all accounts related to General Abacha at several London 
banks, including Citibank.” The civil suit had been filed by a Swiss company seeking funds 
from the Abacha estate relating to a $2.5 billion debt buy-back transaction involving a Nigerian 
steel plant. The suit claims monies owed to the company were diverted from the Nigerian 
Central Bank into accounts controlled by General Abacha and others. The suit cites, in 
particular, fund transfers in October 1996, through Citibank AG Frankfurt and Citibank New^ 
York. As a result of the court order, the Abacha sons’ accounts at the Citibank private bank were 
and remain frozen. 

In October 1999, the Swiss government issued an order freezing all Swiss bank accounts 
related to General Abacha, his family and certain associates. It also opened an investigation into 
money laundering. 

The Issues 

The Abacha sons’ accounts again raise issues of due diligence, secrecy and the 
application of money laundering controls to public figure accounts. The private banker handling 
the accounts in New York was unaware for more than three years that his clients were the sons of 
the Nigerian dictator. He attributed the funds in the accounts to revenues from U.S.- Lagos 


” Compagnie Noga P’lmportation et D’Exportation SA v. Australia and New Zealand 
Banking Grout? Ltd.. 1999 Folio No. 404, High Court of Justice, Queen’s Bench Division, 
Commercial Court, Judge Colman. 

'•' See, e.g.. “London Court freezes accounts of late Nigerian ruler,” Agence france presse 
(6/3/99); “Nigeria seeks help in tracing billions ‘taken’ by former militaiy leaders,” Financial 
Times (London)(7/23,/99). 
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airline flights which had ended after one year. He asked no questions about $47 million passing 
through the New York accounts in six months. He never discussed with his supervisors press 
reports that one of the accountholders was caught with $100 million in cash, amid allegations of 
corraption. His London counterparts did no better, even moving $39 million in late 1998, amid a 
Nigerian govemiuent investigation into allegedly corrupt funds belonging to General Abacha, his 
family and associates. The private bank’s senior management, compliance personnel and 
auditors allowed the accounts to continue for 10 years, until Mr. Axiz made the 1999 decision to 
close them — a closing that has since been halted by freeze orders . 


Conclusion 

These case histories are four of hundreds of public figure accounts at the Citibank private 
bank. On paper, these public figure accounts were supposed to be subject to the highest level of 
scrutiny provided by the Citibank private bank. In practice, the public figure accounts reviewed 
by the Subcommittee staff were characterized more by customer deference than due diligence. 
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PRIVATE BANKING FEATURES 
CONDUCIVE TO MONEY LAUNDERING ABUSES 


FEATURE 


HOW IT MAY FACILITATE ILLICIT ACTIVITY 


MULTIPLE ACCOUNTS 

Banter opens multiple accounts in multiple 
names in multiple jurisdictions for client. 

impedes monitoring and tracing client activity and assets 
and allows quick, confidential movement of funds. 

May hide or facilitate illicit activity. 

OFFSHORE ACCOUNTS 

"Shell” corporations or trusts formed to 
hold client assets offshore. Banker opens 
accounts in name of offshore entities. 

Impedes monitoring and tracing client activity and assets. 
May hide or facilitate ililcit activity. 

SPECIAL NAME OR NUMBERED 
ACCOUNTS 

Banker opens account in code name. 

Impedes monitoring and tracing client activity and assets. 
May hide or facilitate illicit activity. 

WIRE TRANSFERS 

Banker facilitates complex wire transfers 
from multiple accounts to multiple 
destinations in substantial amounts. 

Allows guick, complex movement of substantial funds 
across jurisdictlonai lines. 

CONCENTRATION ACCOUNTS 

Banker conducts client business through 
account that commingles various funds. 

impedes monitoring and tracing client activity and assets. 
May hide or facilitate illicit activity. 

OFFSHORE RECORDKEEPING 

Bank maintains client records offshore and 
minimises or eliminates information in US. 

Impedes bank, regulatory and law enforcement oversight. 

SECRECY HAVENS 

Bank conducts business in country which 
criminalizes disclosure of bank information 
and bars US bank regulators. 

Impedes bank, regulatory and law enforcement oversight. 


Compiled by U.S. Senate Permanent Subcommittee on Investigations, November 1999 
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RAUL SALINAS 


CLIENT’S DOMICILE 

Mexico 

IDENTITY 

• Former Mexican government official 

• Brother of former President of Mexico 

LEAD PRIVATE 

BANKER 

Amy Elliott, Citicorp private bank in New York 

LOCATION OF 

CITICORP PRIVATE 
BANK ACCOUNTS 

• London 

• New York 

• Switzerland 

YEARS IN WHICH 
ACCOUNTS OPEN 

1 992 - present 

Accounts frozen in 1995 

TOTAL FUNDS 

THROUGH ACCOUNTS 

$80-100 Million 

SERVICES PROVIDED 

BY PRIVATE BANK 

• Establishment of shell corporations: Trocca, Birchwood 

• Special name account; Bonaparte 

• Investments 

• Loans up to $3 million 

• Wire transfers, credit cards 

■ Moved funds through concentration accounts 

SOURCE OF FUNDS 

IN ACCOUNTS 

• Client identified construction company sale 

• Initial $2 million deposit from account of Carlos Hank Rhon 

• Bank also identified Salinas family wealth as source of funds 

LEGAL PROCEEDINGS 

• Swiss court has frozen accounts and determined funds include 
drug trafficking proceeds; appellate court ruled lower court 
lacked jurisdiction; further proceedings pending 

■ Mexican court convicted Salinas of murder 

• Ongoing Mexican criminal investigation into allegations of 
illicit enrichment and money latmdering 


Corrpiled by Perrnanent Subcommittee on Investigations, U.S. Senate, 1 1/99 
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ASIF ALI ZARDARI 


CLIENT’S DOMICILE 

Pakistan 

IDENTITY 

• Former Pakistani government official and legislator 

• Husband of former Prime Minister of Pakistan 

LEAD PRIVATE 
BANKER 

Kamran Amouzegar, Citicorp private bank in Switzerland 

LOCATION OF 

CITICORP PRIVATE 
BANK ACCOUNTS 

Switzerland 

YEARS IN WHICH 
ACCOUNTS OPEN 

1995-1997 

TOTAL FUNDS 
THROUGH ACCOUNTS 

In excess of S40 million 

SERVICES PROVIDED 
BY PRIVATE BANK 

• Established accounts for three shell coiporations: Capricorn 
Trading. Marvel, Bomer Finance 

• Investments 

SOURCE OF FUNDS 

IN ACCOUNTS 

• 518 million from Dubai Citibank account 

• Other sources unidentified 

LEGAL PROCEEDINGS 

• Pakistani court convicted Zardari of accepting $9 million in 
kickbacks; additional charges pending 

• Swiss court has frozen accounts and indicted Zardari for money 
laundering 


Compiled by Permanent Subcommittee on Investigations, U.S. Senate, ! 1/99 
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EL HAD J OMAR BONGO 


CLIENT’S DOMICILE 

Gabon 

IDENTITY 

President of Gabon since 1967 

LEAD PRIVATE 
BANKER 

Alain Ober. Citicorp private bank in New York 

Christopher Rogers, Citicorp private bank in Paris 

LOCATION OF 

CITICORP PRIVATE 
BANK ACCOUNTS 

• Isle of Jersey • New York 

• London • Paris 

• Luxembourg • Switzerland 

YEARS IN V/HICH 
ACCOUNTS OPEN 

1970 - present 

Accounts in the process of being closed 

TOT.AL FUNDS 
THROUGH ACCOUNTS 

In excess of $130 million 

SERVICES PROVIDED 
BY PRIVATE BANK 

• Establishment of shell corporations; Tendin, Leontine 

• Special name account: OS 

• Investments 

• Loans up to $50 million; credit cards 

SOURCE OF FUNDS 

IN ACCOUNTS 

• Client declined to provide information 

• Initial deposit of $52 million from Citibank Bahrain account 

• Bank speculates primary sources of funds are Gabon 
government funds and oil-related revenues 

LEGAL PROCEEDINGS 

• French criminal investigation of allegations of illegal payments 
by Elf oil company to President Bongo, among others 
■ At request of French, Swiss courts have frozen accounts 
associated with President Bongo at banks other than Citicorp; in 
June 1997 hearing, Swiss prosecutor was quoted describing 
President Bongo as the “head of an association of oiiminals,” 


Compiled by Permanent Subcommittee on Investigations. U.S. Senate, U/99 
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ABACHA SONS 


CLIENTS’ DOMICILE 

Nigeria 

IDENTITY 

• Mohammed, Ibrahim and Abba Abacha are sons of General 

Sani Abacha, former military leader of Nigeria 

LEi^JD PRIVATE 

BANKER 

Alain Ober, Citicorp private bank in New York 

Michael Madiews, Citicorp private bank in London 

LOCATION OF 

CITICORP PRIVATE 
BANK ACCOUNTS 

• Isle of Jersey 

• London 

• New York 

YEAJRS IN WHICH 
ACCOUNTS OPEN 

1988 - present 

London accmmts frozen in 1999; Citicorp to close all accounts 

TOTAL FUNDS 
THROUGH ACCOUNTS 

In excess of $1 10 million 

SERVICES PROVIDED 

BY PRIVATE BANK 

• Establishment of shell corporation: Morgan Procurement 

• Special name accounts: Chinquinto, Gelsobella, Navarrio 

• Investments 

• Loans up to $39 million; credit cards; trade financing 

• Wire transfers 

SOURCE OF FUNDS 

IN ACCOUNTS 

• Client identified charter airline business, pharmaceutical 
commissions, petroleum products, and other business dealings 

• Bank also identified General Abacha's wealth as source of 
funds, in particular from oil industry 

LEGAL PROCEEDINGS 

• Nigerian criminal investigation into allegations of money 
laundering and other misconduct involving billions of dollars 

• At request of Nigeria, Sv/iss court has frozen Abacha related . 
accounts, including Mohammed Abacha accounts, and begun 
money laundering investigation 

• At request of Swiss company in civil suit, London court has 
frozen Abacha sons’ accounts at Citicorp and other banks 

• Mohammed Abacha arrested on charges of murder 


Compiled by Permanent Subcommittee on Investigations, U.S. Senate, 1 1/99 
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PREPARED REMARKS OF AMY G. ELLIOTT 
DELIVERED TO THE UNITED STATES SENATE PERMANENT 
SUBCOMMITTEE ON INVESTIGATIONS OF THE COMMITTEE ON 
GOVERNMENTAL AFFAIRS ON NOVEMBER 9. 1999 

Good morning. My name is Amy Elliott. I work at Citibank’s 
Private Bank and have been an employee of the Bank for the last 32 years. 

This hearing will explore how banks might be vulnerable to money 
laundering and what banks ean do to avoid unknowingly accepting money 
from drug dealers or other criminals. I view this as a very important topic. 
I share the Subcommittee’s concern about money laundering. I appreciate 
my responsibilities in this matter — both my fiduciary responsibility and as 
a citizen. As a banker, I have always tried to be alert to the risks of money 
laundering and to the possibility that a client might be trying to deposit 
tainted money, 

I. Who I Am 

Before discussing Mr. Salinas’ accounts, I would like to provide a 
little personal background. I was born in Cuba and emigrated alone to this 
country in 1961 when I was 17 years old. My parents were not able to leave 
Cuba until a few years later. My grandparents were never able to leave 
Cuba, and their property and wealth were confiscated by the Castro 


government. 
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When I came to America, I ended up in Nebraska where I went to 
college. I joined Citibank in 1967 and worked in a variety of positions until 
1983, when I joined the Private Bank. 

In 1992, when Raul Salinas became a client of Citibank and I became 
his relationship manager, I was the Mexico Team Leader in New York. 

II. The Salinas Account 

When I first met Raul Salinas in early 1992, his brother, Carlos 
Salmas, was the President of Mexico. President Salinas was a hero both in 
his own country and abroad. President Salinas was a Harvard-educated 
reformer who had pledged to revive Mexico’s economy, combat drug 
dealing, and stamp out corruption. He was a guest of President Bush at the 
White House, and both Presidents Bush and Clinton worked with him in 
passing NAFTA to increase trade between Mexico and the United States. 
In Mexico in the early 1990's, the Salinas family was known as an old, 
distinguished family that had wealth going back generations. 

By 1992, I had been working with Mexican clients for about eight 
years, and my clients spoke glowingly about the Salmas family. 

Raul Salinas was referred to me by one of our most valued clients 
who personally brought him to the Bank in New York. At the time, the 
referring client had maintained accounts at Citibank for at least 10 years, and 


- 2 - 
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I had been managing those accounts for almost four. Long before referring 
Raul Salinas to Citibank, this client had told me that he had been close 
Mends with Raul Salmas since childhood and that he had worked with him 
on business projects. 

My supervisor in New York and 1 met with them and discussed the 
possibility of Mr. Salinas opening an account. Mr. Salinas confirmed to us 
at that time some of the background information the referring client had 
previously given me. 

Mr. Salinas requested that his accounts be strucmred in the same 
manner as the accounts of the client who referred him to the Bank. Mr. 
Salinas established a personal investment company, or "PIC," to hold his 
investments, and the shares of that PIC were owned by a trust. This was a 
very standard account structure in the private banking industry, including 
Citibank. Such an account structure provides for confidentiality and also 
allows for efficient tax and estate planning. Many wealthy Mexicans have 
a heightened sensitivity to confidentiality of financial information because 
they are frequently the targets of kidnappings and other violent crimes in 
Mexico. 

Mr. Salinas initially deposited $2 million dollars — money, in fact, 
that was being remrned to him by the referring client as a result of a joint 


- 3 - 
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venture that did not go through. In mid-1993 Mr. Salmas started to deposit 
larger amounts of money at Citibank. By this time, I believed that his 
wealth had grown from a number of sources. First . I believed he had sold 
his construction company. Second . I knew that Mr. Salinas was a member 
one of Mexico’s wealthy families. In Mexico, children often receive their 
inheritance, called patrimonio, while their parents are still alive. Third . I 
knew that the Mexican stock market had been doing very well, and I 
believed that his investments and the patrimonio had grown considerably. 
Fourth . Mr. Salinas married Paulina Castanon in June of 1993, and I learned 
that she had received a substantial divorce settlement. 

For all of these reasons, I felt completely comfortable accepting his 
additional deposits in mid-1993 and thereafter. Mr. Salinas’ deposits also 
made sense because Citibank’s investment managers had done a good job 
investing the money he had deposited with us up to that point. It is for this 
reason he decided to deposit a larger percentage of his total assets with 
Citibank. The activity in the account never appeared suspicious to me in any 
way; in fact, quite the opposite. It seemed entirely consistent with what 1 
knew about Raul Salinas and his family. 

The public’s perception of the Salmas name today, however, is very 
different than it was when I first met Raiil Salinas. In 1992, when I accepted 

- 4 - 
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Raul Salmas as a client of Citibank, there were simply no questions about the 
integrity of Raul Salinas or the Salinas family name. Now, Carlos Salinas 
is in self-imposed exile. After he left office at the end of 1994, his successor 
devalued the peso, and that was the beginning of the end of his sterling 
reputation. 

III. The Context of the Salinas Relationship 

There is more context. The account relationship with Raul Salinas 
was one of seven or eight that 1 personally managed. Today, the spotlight 
shines on this account. At the time, however, Raul Salinas’ account was not 
the largest, the most profitable, or most important account I managed. In 
fact, it was one of the smallest accounts, and one of the least active. As 
large as the amounts seem to us in personal terms, they were not unusual in 
the context of the wealthy Mexican business people who are clients of the 
Private Bank. 

Finally, Mr. Salinas’ decision to transfer money out of Mexico and 
from Mexican pesos into U.S. dollars in 1993 — which was the year before 
the Mexican Presidential election - is exactly what many other wealthy 
Mexicans, including my clients, were doing at the time. This is, sadly, a 
tradition in Mexico because of the political and economic instabiiity that 
occurs in the country around Presidential elections. The value of the peso 
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and the Mexican stock markets usually drop preceding Presidential elections. 
And, there seems to be a fear that, with political transition, one could 
suddenly find oneself under enormous political attack. So, there were large 
amounts of money leaving Mexico in the 1993-94 time frame, including the 
funds of Raul Salmas. That, in the context of Mexican politics, was not 
surprising and it was certainly not illegal; rather it was prudent and happened 
like clockwork every Presidential election year. 

Of course, this idea is quite foreign to many Americans who since 
birth have enjoyed living in this very stable country. 

IV. Conclusion 

It is easy to ignore tlie context 1 have described and instead to focus 
on isolated details in this matter and make them seem questionable. The 
world in which I operated as a private banker in the early nineties was 
different from the private banking environment today. Procedures, 
technology, and safeguards are very different today at Citibank. Today, 
given all the changes that have taken place at the Bank, there is much more 
I would be required to do to accept a new private banking client such as Raul 
Salinas. 

1 am ready to answer your questions. I only ask you, with all due 
respect, to keep in your mind the broader picture 1 have described as you 
frame your inquiry of me. Thank you. 
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Sfatpment nf Alhert Misan 

Senator Collins, Senator Levin. Members of the Subcommittee, Members 
of the Subcommittee Staff, Good Morning. 

My name is Albert Misan, and I have been a banker for almost all of my 
professional life. I was bom in 1949 in Alexandria, Egypt. Being of Jewish 
descent, our family was under tremendous pressures, and after the Suez War of 
1956, my family felt compelled to leave Egypt. Half of my family emigrated to 
Australia, while the other half, including my immediate family, went to Rio de 
Janeiro, Brazil. My father had a successful career in the shipping business in 
Egypt, but he was forced to give it up and to surrender all of our assets when we 
left Egypt. When we arrived in Brazil we therefore had no money, and none of us 
spoke the language. Fortunately my father was able to get a job working at a 
private British elementary school, which my siblings and I were able to attend for 
free. I later got a scholarship to an American High School in Brazil, and later I 
was able to get a partial scholarship to attend a university in the United States. In 
order to pay for college, during the summers, I got my union card with the AFL- 
CIO and worked as a union laborer. 

I graduated from college in 1972 and returned to Rio, where I got a job in 
the human resources department at Citibank. I successfully completed a training 
program, and in 1974, 1 was promoted to work in the Consumer Bank, working on 
the accounts of high net worth individuals. In 1977, 1 transferred to the Corporate 
Bank, where I was first an account manager, and later became a supervisor in 


Citibank's Sao Paulo office. 
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In 1983, 1 got my first opportunity to work in New York when I was asked 
to join the Citibank team that was working on the restructuring of the Brazilian 
debt. I worked on this project through 1985, when I was named the head of the 
Corporate Bank for Ecuador. In 1987, 1 was transferred to the Corporate Bank in 
Mexico. 

In early 1988, 1 was asked to join the Private Bank, and my first 
assignment was to establish what was referred to as an “onshore presence of the 
Private Bank in Mexico. At the outset, I was virtually alone, but by the end of the 
first year we had hired a professional staff that included 4 private bankers. In 
1990, there were 7 bankers reporting to me in Mexico City, and at about this time 
I was also given responsibility for private banking offices in San Diego, Los 
Angeles and Houston. In 1992, 1 was named the Mexico country head, and in that 
capacity was placed in charge of all the Private Bank’s Mexico business within 
the Western Hemisphere Division, including the business managed out of New 
York. 

I was not a private banker in the sense that I was not responsible for 
managing any particular client relationships. Although I did meet with customers 
on occasion, my principal responsibilities were administrative. My immediate 
supervisor during the early 1990's was Reynaldo Figuerido, who was 
headquartered in New York. Mr. Figuerido, in turn, reported directly to G. 
Edward Montero, who was until recently was the Private Bank’s Division 
Executive in charge of the Western Hemisphere. My colleague Amy Elliott was 
the head of the Mexico team in New York and a senior private banker. 1 
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continued to be the country head for the Private Bank in Mexico until 1996 when 
I moved to New York to manage the Private Bank’s investment advisory business 
for the Western Hemisphere. My responsibilities have expanded over time, and 
now include the Private Bank’s onshore local currency investment business 
throughout Latin America. 

As I indicated at the outset of my statement, I have been a banker for 
virtually all of my professional life. Bankers are by and large conscientious by 
nature and conservative by training and inclination. When I started in banking, 
one of the fundamentals of the business was knowing one’s customers. At that 
point, the reasons for doing so were principally credit driven: If you loaned money 
to an individual or a company you wanted to be able to have a high degree of 
confidence that the loan would be repaid. Everything you could leant about a 
client added to your ability to evaluate credit risk. If you know your customer, the 
risk of doing business with that customer declines materially. 

Over time, additional reasons why it was important to know one’s 
customer became more evident: for example, to adequately address “suitability” 
issues, which relate to ensuring that a customer’s risk profile matches the 
investments selected for the customer’s portfolio. Another reason which emerged 
was the growing awareness that a bank had to be vigilant against the possibility 
that its customers might be engaged in money laundering. The focus in this 
regard was at first principally on cash transactions, but the component of KYC 
that focused on anti-money laundering procedures was clearly taking root. 
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At the same time, in the early 1990’s management began emphasizing the 
importance not only of a banker knowing his or her customer, but that there be 
adequate documentation of that knowledge. From a management perspective — 
and I was a manager — this KYC effort introduced a new issue: How do you get 
Relationship Managers, who are first and foremost interested in marketing efforts, 
to spend valuable time filling out forms. Furthermore, for some the 
documentation appeared superfluous since the information that was being 
recorded was already known to the private banker in question and therefore 
readily available when necessary. We had always expected our private bankers to 
be in effect walking sources of KYC information, but we were now taking that a 
step further and requiring that the information be memorialized. Unfortunately, it 
took a longer time to bring our KYC documentation to the levels we wanted than 
we expected. The documentation of KYC was a difficult task as many of our 
clients had been with the bank for a long time, some for 40 or 50 years. At times 
it was difficult for a new private banker to go back to these long-standing clients 
to ask them a series of detailed financial questions. We did so, but it took longer 
than we anticipated to gel all of our questions answered . Since the outset, our 
Private Bankers were conscious of money laundering. Their awareness and 
sensitivity to these issues has grown over time as we strove to constantly raise the 
bar, and today, it has become a routine part of their thought processes when 
dealing with clients. 

In closing, I would like to emphasize that in 1999 Citibank Private 
Banking has evolved from what it was in the early to mid-1990's and the Private 

Bank’s current policies have tightened the procedures and systems to insure a 
significant improvement in the overall operation of the Private Bank. 

At this point, I have completed my prepared remarks and would be pleased 
to lake questions from the Subcommittee. 

Thank you. 


Albert Misan 
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statement of Alain Ober 

I am Alain Ober. I am originally from France, but have lived in the United States 
since 1972, and I enjoy dual citizenship in France and the United States. 1 have worked 
for the Citibank Private Bank as a relationship manager for African clients since 1991. 
Although I travel to Africa frequently, I have worked out of the New York office for the 
entire time. Prior to accepting the position at Citibank, I worked for Manufacturers 
Hanover Trust as a correspondent banker for African clients, also in New York. 

As a relationship manager for African Private Bank clients, I am responsible for 
managing existing relationships and developing new ones. I follow the client accounts 
closely and tend to the clients’ needs on a day to day basis. I report directly to the EMEA 
New York Unit Head, Jan Huisman, and also to the Global Marketing Manager for 
Africa, Chris Rogers, who is based in Johannesburg, South Africa. When questions or 
concerns arise in connection with specific clients or accounts, 1 confer with both Mr. 
Huisman and Mr. Rogers. 

In my capacity as a private banker, I have specific anti-money laundering 
responsibilities. I am trained to be aware of and detect attempts to launder money, and 
information from a variety of sources, including the client, public information, references, 
and the knowledge of local African Citigroup personnel. The Know Your Customer 
procedures are extremely important, and enable the bank to ensure that it is dealing with 
clients who have established their wealth through appropriate and lawful means. I update 
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the information contained in the customer profiles throughout the course of the customer 
relationship. 

Although procedures for obtaining information about a customer’s background 
and source of wealth have been in place since I have been with the Private Bank, in the 
past few years, in light of a changing regulatory environment and lessons learned from 
problems in the past, the bank has significantly strengthened the procedures. For 
example, today my customer profiles are independently reviewed by quality assurance 
personnel who make sure that I have obtained the requisite information and included it in 
the profile. In the past, although I knew my customers and was always comfortable with 
their sources of wealth, I was not required to document the information in as much detail 
as I am today. In the last few years, the importance of documentation has been 
increasingly emphasized and the quality of the information has been more closely 
scrutinized. 

I have personally handled certain accounts of public figures. Such accounts 
sometimes have been hard to manage because of the difficulty in getting information 
about account transactions directly form the client. In June 1998, the Private Bank 
significantly revised its Public Figure Policy, setting forth the bank’s standards for 
accepting and maintaining accounts of politically prominent individuals and their 
families. Pursuant to the Public Figure policy, we do not target public figures as clients, 
and a new public figure client may be accepted only with approval of the Public Figure 
Review Committee, which consists of the head of the Private Bank and other senior 
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officials who do not have client-relations responsibility. Existing public figure accounts 
are reviewed aimually by this Committee. As the Subcommittee staff is aware, as a result 
of this process, the Private Bank has refused or terminated accounts for certain public 
figures. 

1 am pleased to have had the opportunity to make this statement and welcome any 
questions you have regarding my role as a private banker. Thank you very much. 
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STATEMENT OF G- EDWARD MONTERO 

Good afternoon Senator Collins, Senator Levin and Members of 
the Permanent Subcommittee on Investigations. 

My name is Ed Montero and I have spent my entire 34-year 
banking career at Citibank. I must say that I have always been extremely proud to 
be a part of an organization with such strong leadership, integrity and values. I 
would not and could not have devoted such an important part of my life to 
Citibank if I had not believed this was so. I began my career as a banker in the 
Corporate Bank and for the last 17 years have headed the Western Hemisphere 
Division of the Private Bank. This Division focused primarily on clients &om 
Latin America and Canada, but at different times had varying responsibilities 
concerning other regions of the world. Most recently, I became Senior Executive 
for Client Relationships in July of this year. 

Since 1996, one of my top priorities has been to make anti-money 
laundering policies and procedures in the Western Hemisphere Division as strong 
as we could possibly make them. 1 have also worked very hard to assist Mr. Ardz, 
who until last month was the head of the Private Bank, in implementing a state-of- 
the-art anti-money laundering program for the entire Private Banking Group. 

But, before I comment on this new program and how it came into 
being, I think it is very important for me to emphasize my belief that it has always 
been Citibank’s policy to avoid customers who might seek to use the bank for 
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illicit or illegal purposes. We want to do business witli good people, and we want 
to avoid bad people. 

Let me focus on the international side of private banking, which I 
believe is youi greatest area of interest today, and attempt to explain some of the 
reasons why we have considered it appropriate to provide confidential services to 
our clients. Many of the clients in Latin America are individuals who fled wars in 
Europe and feel a heightened need to avoid unnecessary dissemination of 
information concerning their wealth- In addition, many countries in Latin 
America have been plagued in recent years by acts of violence against wealthy 
and prominent citizens. I have met a great number of our clients in their homes, 
and many have a story to tell about a loved one, a friend, a neighbor, or a business 
associate who has been the victim of a kidnapping or extortion plot. I had a 
wonderful client who was kidnapped and killed just last year. Another client who 
had recently visited me was kept in a box with a broken leg for over 6 weeks, and 
may never walk unaided again. I could give you more examples, but the common 
thread is that a number of our clients have been driven by fear to a heightened 
desire for privacy, and these feelings have been carried over into their banking 
relationships, which they wish to be characterized by as much discretion and 
confidentiality as the law permits. These are good, law abiding customers with 
very serious legitimate privacy concerns. 

Against tliat background, I want to emphasize that I am proud of 
what we’ve done in the Western Hemisphere Division of the Private Banking 
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Group. From the very beginning we have been quite vigorous in rejecting 
prospects that were questionable in any way and in closing accounts when we 
learned that they were problematic, no matter how profitable. In the Western 
Hemisphere Division over the last 17 years weVe had over 50,000 accounts, only 
very few of which have presented any problems* 

To achieve this, we have relied upon the judgment and discretion 
of our individual bankers. What we have learned over the past decade is that this 
is not good enough. In order for our anti-money laundering program to be as 
effective as it needs to be to protect the bank, we need thorough documentation, 
strict account monitoring capabilities and careful independent reviews. 

This lesson was a hard one for me. The crystallizing event 
occurred in 1996 when, for the first time, my unit failed an internal Citibank audit. 
I was shocked and devastated by the audit result at the time, but I realize now that 
it was ultimately positive. I took the audit result very seriously and regarded it as 
a call to arms. It led me and the management team in the Western Hemisphere 
Division to focus on our anti-money laundering program with a new intensity. As 
a result, I led a very vigorous corrective action plan to address the deficiencies 
identified by the audit, and we have now regained our historically favorable 
ratings. 

We created a full time task force comprised of 8 to lO senior staff 
members to review and revise our procedures. We went over each and every 
existing customer profile, a total of 19,000 profiles in the Western Hemisphere 
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Division, investigated and corroborated missing information and assessed the 
desirability of each customer relationship. All of these revised profiles were 
reviewed by an independent Citibank quality assurance team. 

Moreover, the Private Bank as a whole has made enormous 
progress in recent years as regulatory standards and our own audit standards have 
increased, I know Mr, Reed has delivered to your committee a statement by Mr. 
Aziz that details our institution’s progress in this area. As you will see, we now 
have, among other things, a more rigorous pre-screening process for prospective 
clients, more rigorous documentation and verification requirements for Know 
Your Customer information as well as an independent review of all such 
infonnation, an automated funds tracking system to monitor all existing accounts 
and a requirement that multiple bankers interact with all accounts. We also give 
special scrutiny to accounts of public figures and their families. We have also 
clarified the supervisory structure under our new system of “global market 
management” so that there are now clearer lines of authority and supervision 
within the Private Bank. 

In conclusion, I am proud of the work my colleagues in the ■ 
Western Hemisphere Division and indeed the entire Private Bank have done over 
the last several years to address these important issues. 1 thank you for the 
opportunity to address your Committee. 
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PREPARED STATEMENT OF JOHN REED, CHAIRMAN AND CO-CEO OF 

CITIGROUP 

Good morning, Madam Chairman, Senator Levin, and Members of the Permanent 
Subcommittee on Investigations. 

I am John Reed, Chairman and Co-Chief Executive Officer of Citigroup. I appear today 
with Todd Thomson, who became the head of our Private Bank about ten days ago, and Mark 
Musi, the head cf the Private Bank’s Comoliance and Control Department. Unfortunately, 
Shaukat Aziz, who ran the Private Bank for the last two years and under whose leadership many 
of the improvements in our Private Bank’s anti-money laundering programs took place, cannot 
participate in these hearings. Mr. Aziz would really have been the most appropriate witness 
today, given his experience and knowledge but, as you know, he was called home to serve his 
country, Pakistan, as Minister of Finance. He left the Bank on October 29. He asked me to 
submit his statement for the record, and it is attached to my own. 

Citibank is the only United States bank that does business all over the world. We have 
offices in 100 countries. We have 100 million customers around the world. We operate in a 
wide variety of cultures, and languages, and legal systems. 

These hearings focus on money laundering — the use of the banking system to disguise 
the origin of money obtained by illegal or questionable means. As one of the world’s largest and 
most global institutions, the prevention of money laundering is a special concern for us — one 
we have recognized and one to which we have responded. Like all similar institutions, we have 
had problems and made mistakes. At the same time, I believe that we have one of the best anti- 
money laundering programs in the industry — one that is effective. 
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Each of our businesses in each of our locations is vigilant in delecting and preventing 
money-iaundering schemes and other efforts to misuse the financial services we provide to iaw- 
abiding clients, both here and abroad. Our anti-money laundering programs, especially in the 
Private Bank, have evolved and improved significantly in recent years, reflecting the changing 
nature of these risks and our commiiment to be a leader in combating financial crimes while at 
the same time protecting our customer’s financial privacy. It starts with attitude — and we are 
clear: we do not want to deal with customers who are not honest. 

.411 Financial Institutions Are Potentially Vulnerable To Money Laundering. While 
the Subcommittee has chosen to focus today on private banking, my own view is that all 
financial institutions — whether banks, securities firms, or other types of financial 
intermediaries — are potentially vulnerable to money laundering. Private banks are just one 
subset of the potentially vulnerable institutions. Our Private Bank, for example, is a very small 
part of Citigroup, accounting for about 2.5% of Citigroup’s business. Private banks in general 
are no more and no less vulnerable to abuse by the unscrupulous and the dishonest than the much 
larger parts of most financial instimtions. We at Citigroup are deeply committed to the fight 
against money laundering in every part of the institution, not just in the Private Bank. 

Combating Money Laundering. What can financial institutions do to combat the risks 
of money laundering? They can do the kinds of things that we at Citigroup try to do; 

establish a culture that values and rewards control and compliance, and show 

that senior management shares that commitment; 
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— create independent compliance, audit, risk management, and legal functions 
where compensation and promotion depend on doing a good job, not the profitability of 
particular customer relationships; 

— develop and update policies and procedures that meet or exceed applicable 
legal and regulatory requirements, and train their people in them; 

— invest in technology that helps line business personnel comply with anti- 
money laundering policies and procedures, and that helps compliance personnel monitor 
compliance; and 

— recognize that you must keep working every day to devise even stronger 
methods to prevent money laundering, because you cannot ever rest safely on your laurels. 

The Citigroup Anti-Money Laundering Program. Citigroup has both a corporate level 
anti-money laundering policy and a corporate level office responsible for anti-money laundering 
activity. 

The Citigroup Global Anti-Money Laundering Policy. One of the first Citigroup-wide 
policies to be issued after the merger with Travelers in 1998 was a global anti-money laundering 
policy. We recently issued a revised and strengthened version of that policy. A copy is attached 
to my Statement. 

Our Global Anti-Money Laundering Policy applies to Citigroup businesses worldwide. It 
requires that all our businesses adhere to specific standards to protect Citigroup from being used 
for money laundering activities. Each business unit must have an anti-money laundering 
program that includes: 
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— a written anti-money laundering policy that sets forth the business unit’s Know 
Your Customer policies and procedures as well as the other basic elements of its anti-money 
laundering program; 

— the designation of Anti-Money Laundering Compliance Officers or other 
appropriate personnel specifically responsible for monitoring compliance with the anti-money 
laundering program; 

— ■ appropriate methods of monitoring and reporting suspicious transactions; and 

— anti-money laundering training and assessments by the business unit of its 
adherence to the anti-money laundering policies and procedures that it has established. 

Making Sure Our Anti-Money Laundering Policy Works, At the corporate level, we have 
established the Global Anti-Money Laundering Compliance unit, which has responsibility for 
coordinating the anti-money laundering compliance programs of Citigroup businesses 
worldwide. The Global Anti-Money Laundering Compliance unit is headed by Joe Petro, whose 
background in law enforcement includes significant experience developing financial crime 
enforcement policy, and the unit has as its general counsel a former federal prosecutor. 

This corporate level commitment to anti-money laundering efforts is very important not 
only for what it accomplishes but also for what it tells our employees about the seriousness whb 
which we approach our anti-money laundering responsibilities. 

The Private Banking Business. Private banking — in essence, the provision of 
sophisticated financial products and services to wealthy clients — is probably about as old as the 
banking business, and Citibank has been in the business for many years. The business has 
changed dramatically in just the last several years. On the international side particularly, it was 
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once driven by local inflation and bad economic policies in many emerging market countries. 
But with the tremendous increase in private wealth around the world, the desire for global 
investment opportunities is now much more important. In addition, regulatory scrutiny of how 
much a bank knows and has recorded in its files about the manner in which private banking 
clients obtained their wealth is much greater now than in the past. 

I am convinced, and have been for a long time, that the private banking business can be 
conducted in an honorable way, fully consistent with the expectations that our regulators and the 
public have for an institution like Citibank. Under Mr. Aziz’s leadership, the Private Bank re- 
thought its basic business strategy and target clients. To summarize very briefly what Mr. Aziz 
explains in his Statement, the business model now focuses on “wealth creators” — such as 
business owners and corporate executives — who want superior service and investment 
performance. These clients, like the rest of us, want their personal financial affairs to be kept 
confidential, but they are not particularly driven by a desire for secrecy. This business strategy 
was presented to the Citicorp Board ofDirectors in July 1998 by Mr. Aziz, as part of the Board’s 
oversight of the Private Bank. 

The Anti-Money Laundering Program At The Private Bank. In addition to re- 
thinking the business strategy of the Private Bank, Mr. Aziz oversaw a dramatic improvement in 
the anti-money laundering program of the Private Bank. His Statement reviews these 
developments in detail. Let me just mention some of the highlights: 

— In 1997, the Private Bank put in place a new, comprehensive Global Know 
Your Client Policy. Strong, independent personnel review the documentation prepared by the 
business unit to assure that it has the information it needs about the client. The Private Bank’s 
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multi-million dollar investment in , rhnc logy includes a new software program which facilitates 
the compilation and review of know your ..astomer information and therefore compliance with 
our policies. 

— The Private Bank is putting into place a transaction monitoring capability that 
will allow it to monitor eveiy transaction of every' customer utilizing newly developed 
technological capability. This state-of-the-art computer program creates a model of each client’s 
expected transactions and identifies deviations from expectations, so the Compliance Department 
can follow-up. 

— In 1998, the Private Bank further strengthened its Public Figure Policy, which 
applies around the world and makes clear that public figures are not part of the Private Bank’s 
target market. The policy prohibits the acceptance of a public figure client without approval of a 
Committee consisting of the head of the Private Bank as well as those in charge of Compliance, 
Legal and Risk Management at the Private Bank. Each public figure that is a client is reviewed 
every year by this Committee. 

These are significant improvements, reflecting commitment and hard work by the Private 
Bank. We believe they put the Citibank Private Bank at the forefront of the industry in the fight 
against money laundering. 

Internal Audits Of The Private Bank. One of the results of the work that Mr. Aziz and 
his team have put in over the last few years is that the internal audit ratings of the Private Bank 
on control issues have improved dramatically. As Mr. Aziz’s Statement shows, in 1999, through 
the third quarter, the Private Bank has a 100% pass rate on internal audits. This is an excellent 
record. 
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There is no question shat in the mid-! 990s, the control envirorunent in the Private Bank 
was not satisfactort'. Our internal audits showed this. These unsatisfactory audits of the Private 
Bank drew my attention and that of the Audit Committee of the Board. In banking, control must 
come before profitability or growth. In response to these unsatisfactory audits, key personnel at 
the Private Bank were replaced, policies and procedures were revamped, and technology was 
signiftcantiy improved. 

My own view, looking back over the efforts at the Private Bank through the 1990s, is that 
our internal processes for identifying and fixing problems worked fairly well. The internal 
auditors were candid and specific in expressing their concerns. Senior management and the 
Board’s Audit Committees took note and took action. Of course, the changes did not occur 
overnight, and in retrospect one could take issue with whether they happened fast enough. But 
when part of what had to be done was to make sure that the culture of the Private Bank reflected 
the commitment of the whole institution to our anti-money laundering efforts — as was the case 
here — change takes time, You cannot simply call a meeting of all 3,600 employees of the 
Private Bank for 4 p.m. one day, announce that “the culture will change effective immediately,” 
and expect to get the results you want. It takes long, hard work. We are doing the work, and we 
are getting results. 

Our regulators, I am glad to say, agree. In January 1999, the Federal Reserve wrote in its 
Examination Report that the management of the Private Bank "has demonstrated that it is 
committed to achieving its goal of changing the culture of the Private Banking Group and 
creating a well-integrated global risk management and internal control stracture. Significant 
progress has been made in correcting control deficiencies noted at the prior inspection, including 
those in . . . KYC Compliance.” 
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The Salinas Matter. It is my understanding that the Minority Stafi oas been particularly 
interested in Citibank’s actions in connection with Raul Salinas. The events in question, as you 
know, occurred more than five years ago, in a completely different regulatory and technological 
environment. 

We have learned much from the Salinas matter. We remain convinced that Citibank and 
its employees violated no laws or regulations in the way the Salmas account was handled. At the 
same time, the Salinas matter was one of the events that showed us, and ail financial institutions, 
the necessity of stricter know your customer and transaction monitoring policies, and of assuring 
their complete implementation. The Citibank Private Bank, as I noted before, has dramatically 
improved its transaction monitoring capabilities in the last few years, as well as the 
documentation of our know your customer information, by making a muiti-million dollar 
investment in state-of-the-art technology. 

The General Accounting Office issued a report last year on Citibank’s relationship with 
Raul Salinas. We have prepared some comments on the Report, which I have attached to my 
Statement, and which i hope will put some of the Report's criticisms of our activities into the 
proper perspective. But I think the most important thing to tell you is that Citibank has learned 
from the past, and it has moved forward. After you read Mr. Aziz’s Statement about the 
improvements in the Private Bank’s anti-money laundering program, I am sure you will agree 
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The Challenges Ahead. There are many challenges ahead of us as bankers as we deal 
w'ith money laundering issues. There are also challenges for Congress and the regulators. 

First and foremost, we as bankers must remember that no matter how much we learn, 
none of us can ever relax , in the fight against money launderers. The battle against money 
laundering requires relentless improvement in our systems and techniques. I know that we have 
learned this lesson at Citigroup. 

A challenge that bankers, regulators and Congress all face is learning how to fight money 
laundering in organizations that engage not only in banking activities, but also in securities and 
insurance activities in the United States through a financial holding company under the new 
financial modernization legislation. We at Citigroup have a bit of a head-start on other 
organizations, because we have been operating in this form now for a little more than a year. As 
I described above, we have decided to apply our anti-money laundering policies across the entire 
corporation, a decision that I think reflects our commitment to the fight against money 
laundering. I hope other institutions will make the same decision, but if they do not, the 
regulators and Congress will have to consider what steps to take. 

Finally, I hope Congress will follow and support efforts by the private sector to establish 
uniform international anti-money laundering standards. We live and work in a completely global 
economy, where funds move at the speed of electrons and banks from all over the world compete 
with one another for business. The fight against money laundering cannot be won by any one 
institution or even by any one country. Global standards and self-regulation would ensure that 
Citigroup and other institutions committed to stringent and effective anti-money-laundering 
efforts are not undermined by institutions and countries that do not share our commitment. 

Global standards and self-regulation would also ensure that the long-term fight against money 
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laundering and governmental corrupiion are not held hostage to short-term political interests in 
any one country. 

The Citibank Private Bank, under Mr. Aziz’s leadership, developed a proposal for a 
private sector initiative through which private banks throughout the world would develop and 
pledge to follow a set of “Best Practices for Combating Money Laundering Risks.” We raised 
this issue w'ith other private banks at a meeting with Transparency International on October 28 in 
Zurich, Switzerland. Last week we followed up with a letter to Transparency International that 
included our own Know Your Client policies and a list of what our Private Bank believes are 
critical elements of a “Best Practices” guide. A copy of these materials is attached to my 
Statement. Todd Thomson, the new head of our Private Bank, will now assume responsibility 
for our efforts to help develop uniform international anti-money laundering standards for private 
banks. 

I thank you for allowing me to testify, and for the attention you are giving to these 
important issues. 
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PREPARED STATEMENT OF JOHN REED, CHAIRMAN AND CO-CEO OF 
CITIGROUP 

ATTACHMENTS 


A. Statement of Shaukat .Aziz- 

B. Citigroup Global Anti-Money Laundering Policy, issued October 28, 1999, 

C. Citibank Comments on the GAO Report on “Private Banking; Raul Salinas, Citibank, 
and Alleged Money Laundering.” 

D. Proposal for International Standards for Private Bank Anti-Money Laundering Programs 
submitted to Transparency International. 
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TAB A 

STATEMENT OF SHAUK.AT AZIZ 

Senator Collins, Senator Levin and Members of this distinguished Subcommittee: I 
regret that I cannot participate in the hearings on the vulnerability of private banking to money 
laundering activities. As you know, I spent a great deal of time and effort while I was Group 
Executive of the Citibank Private Bank to reduce the Private Bank’s vulnerability to money 
laundering activities, and I was looking forward to discussing with you the lessons we have 
learned and the policies we have adopted. However, I have been asked by the government of my 
home country to serve as Minister of Finance. This call to duty was unexpected and at the same 
time compelling. I hope you will find this Statement a useful contribution to these important 
hearings. 


The ritihank Private Rank 

Private banking — that is, providing investment management, trust and estate assistance, 
and other financial services to wealthy individuals — has been a part of the banking business for 
at least a hundred and fifty years. Today, more than 15,000 financial institutions offer private 
banking services; taken together, these institutions manage some $15.5 trillion dollars worth of 
assets. The top ten participants in this sector, including the Citibank Private Bank, account for 
less than 10% of the total market. 

The Citibank Private Bank serves approximately 40,000 customers and has about 3,600 
employees. Although the Citibank Private Bank has a presence in more than thirty countries, 
with offices or branches in fifty-seven cities across the world, more than half of the Citibank 
Private Bank’s customers come from the United States. Citigroup is not the largest provider of 
private banking services in the world — or even in the United States. In fact, with approximately 
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SlOl billion in assets under its management, the Citibank Private Bank’s share of the private- 
banking market is about one half of one percent. Within Citigroup, the Private Bank represents 
only about I'AVa of Citigroup’s overall business. 

The private banking sector is one that is growing rapidly: the greatest and longest bull 
market the world has ever seen, initial public offerings, lucrative stock options, the growing 
number of professionals in the workplace, and a baby-boom generation that is reaching its peak- 
earning capacity have all combined to create a potential market for private-banking services in 
which the opportunities for growth are large. For that reason, private banking is a sensible 
business opportunity for Citigroup. We have undertaken to conduct this business not only in 
compliance with applicable legal requirements, here and abroad, but also in an honorable and 
effective way. 

Reducing the Private Bank’s Vulnerahility to Money Laundering Activitie.'i 

When I accepted the job of running the Private Bank in May 1997, it was made clear to 
me by the company’s senior management that before profitability and before growth, my 
immediate focus would be to address the control issues that had arisen in the Private Bank in the 
mid-90s. Consequently, my efforts included: 

— improving the Private Bank 's Know Your Client and anti-money- 
laundering programs and policies, and seeing that these programs and 
policies were fully implemented throughout every part of the Private Bank 
through upgraded compliance and quality assurance programs, among 
other things: 

— upgrading the technology the Private Bank uses for its Know Your Client 
and transaction monitoring programs; 
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— altering (he Private Bank’s business focus so that the target customers are 
"wealth creators ” who want quality sen’ice and performance and of 
course confidentiality, but who are not focused on secrecy; and 

— making sure the Private Bank 's cidture reflects its commitment to controls 
and compliance. 

The Private Bank has made great strides in improving the control environment. I am 
proud to say that in 1998, the Pnvate Bank passed 91% of its internal audits, and through the 
third quarter of 1999, the Private Bank has passed 100% of its audits. Needless to say, that puts 
the Private Bank among the business units having the highest pass rates for audits in Citigroup. 

The response of our regulators her also been very positive. Before we adopted the new 
anti-money laundering policies, we submitted them for review and comments to the federal 
examiners conducting targeted anti-money laundering examinations. The examiners concurred 
with our new policies; since then, on-site know your customer reviews conducted in many 
countries have validated our efforts. We make sure we keep in touch with regulators and peer 
banks so that we can update and improve our anti-money laundering program as new techniques 
or guidance becomes available. 

Th<> Private Bank^ Anti-M nngy f.aundering Program 

In light of the lessons learned from problems in the past, as well as the increased 
regulatory guidance available, the Private Bank has made dramatic improvements in its anti- 
money laundering program. I believe the anti-money laundering program at the Private Bank 
today is at the forefront of the banking industry's efforts to combat money laundering. 
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The Global “Know Your Client” Policy. 

The first pillar of the Private Bank’s anti-money laundering program is its Global “Know 
Your Client” Policy. 

A Global “Know Your Client” Policy for the First Time. In September 1997, the 
Citibank Private Bank rededicated itself to a control culture by issuing a revised Global Know 
Y our Client Policy. The Private Bank of course had know your customer policies in place before 
September 1 997, but they varied from region to region. The new global policy centralized in one 
place disparate policies that existed across different regions and units of the bank and made these 
centralized standards applicable to all Private Bank units across the world. In addition to making 
the policy uniform around the world, we upgraded and modernized it. The Private Bank now 
has, I believe, one of the most aggressive and effective know your customer policies in the 
industry. It is consistent with the Federal Reserve’s guidelines for sound private banking 
practices. 

New Customer Profiles and Independent Review. Preparing the Private Bank’s Global 
Know Your Client Policy was just the first stage in a long journey. To implement this policy and 
make it fully effective, the Private Bank spent two years and over $50 million to complete over 
100,000 customer profiles for each of the Private Bank's primary customers and related account 
holders, authorized signers, and personal investment companies, .^fter these profiles were 
compiled, they were reviewed by independent quality assurance teams to ensure that the profiles 
were complete and properly documented. To manage these profiles and make them readily 
accessible to Citibank for know your customer assessment purposes, these profiles will be 
maintained in a new and secure on-line database called ClientWise®. 
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The kinds of information that must be gathered, recorded, and confirmed under our 
Global Know Your Client Policy include our customers’ occupations, their source of wealth, and 
their references. This information will be updated and enhanced regularly during the course of 
the relationship with the customer from call reports and other notes compiled by the relationship 
manager and others who work with the customer. In addition, information about other 
signatories on the account and related accounts is gathered and recorded under the Private Bank’s 
Global Know Your Client Policy. 

Our relationship managers have primary responsibility for obtaining this information, as 
they are the ones with the direct contact with our customers. In the past, relationship managers 
did not always record the know your customer information they had in files, their heads, or 
elsewhere in accordance with a standard methodology. Today we guard against that problem by 
requiring the know your customer information to be reviewed by independent quality assurance 
personnel in each region, who make sure that this information is complete. Depending on the 
circumstances, we may rely on publicly available information, financial statements, personal 
visits, references, the views of our senior Global Market Managers, and other data to confirm the 
know your customer information, all subject to review by independent quality control personnel. 

Transaction Monitoring. 

The second pillar of the Citibank anti-money laundering policy is the development and 
implementation of a state-of-the-art transaction monitoring system called Assist® that will 
permit the Private Bank to monitor every transaction for unusual activity that may indicate 
potential money laundering. Assist® is a comprehensive system that will provide the Private 
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Bank with industrv'-lcading technological capabilities, further enhancmg the effectiveness of our 
anti-money laundering policies. 

The Assist® system establishes a profile of expected transactions (both number and size) 
for each customer, based on the customer’s past activity. If there is a deviation from the 
expected pattern of activity in a customer’s account — such as transactions for total amounts or 
in greater numbers than are expected — the deviation is automatically reported by the program, 
and the Private Bank’s Transaction Monitoring Units follow up with the customer’s relationship 
manager to see that the deviation is explained and documented. 

Assist® is the latest stage in the developmeui uf the Private Bank’s monitoring of 
transactions for signs of potential money laundering. For the first time, the Private Bank has the 
technological capability to monitor each customer transaction that takes place within the Private 
Bank. Before we implemented Assist®, we monitored all transactions for customers that met 
certain criteria identified as having a higher potential for money laundering risks; for the 
remaining clients, we relied on a series of reports that alerted us to cash transactions greater than 
$10,000, large balance fluctuations, and large monetary transactions. Our old transaction 
monitoring systems were typical of what were then considered to be sound industry practices, 
given the technology that existed at the time. But the technology introduced by a very few 
software developers in the last two to three years is dramatically better, and we have tailored that 
technology to meet the particular business of private banking. With Assist®, we now have the 
capability to monitor more transactions with greater accuracy because we will now monitor every 
transaction for every account at the Private Bank. 
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The Public Figure Policy. 

The third pillar of the Private Bank’s ami-money laundering policy is the Private Bank’s 
“Public Figure" policy, which was revised, expanded, and reissued in June 1998. The Private 
Bank’s Public Figure policy explicitly sets forth our standards for accepting and maintaining 
accounts for politically prominent persons and their families, whether those persons are here in 
the United States or abroad. These persons, whom we call “public figures,” are not a target 
market of the Private Bank. 

Very Few Public Figure Clients. There are very few “public figure” customers at the 
Private Bank. Of the 40,000 customers served by the Private Bank, only 350 or so are classified 
as public figures. 

There are two reasons why the Private Bank has so few public figure clients. First, many 
public figures simply are not part of the market segments that we seek as customers; because 
they are government officials, they are not the active business owners or corporate executives 
that we would like to have as customers. Second, as the Raul Salinas matter and these hearings 
show, clients who are public figures can expose the Private Bank to special risks because of their 
prominence and public positions. 

The Public Figure Review Process Today. I decided to centralize the administration of 
our Public Figure policy. To do that, I put a mechanism in place to review all public figure 
accounts annually and to make sure that before any public figure is accepted as a new client of 
the Private Bank, he is reviewed and approved by the most senior levels of management in the 
Private Bank. I established a Public Figure Review Committee, made up of the Private Bank’s 
Risk Manager, the Compliance and Control Head, the Private Bank’s General Counsel, and me 
as Group Executive, to conduct these reviews. This provides an additional layer of control at the 
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most senior management level to assu- ; that the Public Figure polic>' is uniformly and properly 
implemented. Since putting this mechanism in place two years ago, we have decided to end or 
have already ended a number of relationships with public figures, and we have declined to accept 
others as clients. 

Other Changes in Policy. 

In addition to these three major policy initiatives, we changed several other policies in 
light of the Private Bank’s expenence. To take one example, we no longer permit individual 
customers to use the Bank’s internal transaction accounts, sometimes called “concentrailon 
accounts, to transfer funds between accounts in different countries as was done in the Salinas 
matter. Now, each transfer of funds through a concentration account must also — either 
immediately before or immediately after such transfer — go through the customer’s deposit 
account. This ensures inclusion in the Private Bank’s comprehensive monitoring of customer 
transactions. 

Upgraded Compliance Function. 

An independent, experienced, high-quality Compliance Department is essential to 
assuring that our policies, procedures, and systems work effectively and are implemented 
properly. 

Citibank’s Private Bank has an excellent Compliance Department headed by Mark Musi, 
an experienced compliance officer and former auditor. Mark became head of the Compliance 
Department in June 1996. He reports directly to the head of the Private Bank. Personnel in the 
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Compliance Depanment are compensated and promoted on the basis of how well they do their 
job, not on the basis of the profitability of the customer relationships. 

To ensure that our extensive Know Your Client and anti-money laundering policies and 
procedures are being followed, Mr. Musi and his staff have developed and deployed myriad 
programs to teach our employees about our policies and to help them understand and follow 
these policies. Among these programs are an innovative series of forward-looking self-tests that 
allow management and line personnel to validate compliance with anti-money laundering 
policies, laws, regulations, and control pra.-ilces and to solve problems before they have a chance 
to arise. 

Besides these self-tests, Mr. Musi and his staff participate with the business units in the 
development of new products and services to make sure that these products and services do not 
expose the Private Bank to the risk of money laundering. Mr. Musi and his staff also interact 
with various regulators, to stay abreast of the latest developments in the field and to keep the 
regulators informed of our anti-money laundering efforts. Of course, these activities by our 
Compliance Department are separate from and supplementary to the internal audits, external 
audits, and federal regulatory examinations of the Private Bank, each of which periodically 
assesses our control environment. 

The Private Bank’s Multi-Million Dollar Investment in Technolog y 
We made a multi-million dollar investment in state-of-the-art computer applications to 
assure compliance with our Know Your Client and our anti-money laundering policies and 
procedures. 1 believe that the Private Bank is now leading the industry in using the latest 
technologies to combat money laundering. 
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Client Wise®, which is the technology that has helped us to implement and administer our 
Global Know Your Client Policy, and Assist®, which is the technology that has helped us to 
implement and administer our transaction monitoring program, are quite new, and were certainly 
not available to anyone in the early or mid-90s. The Private Bank has worked tirelessly with our 
vendors to develop technologies that will help us stay ahead of money launderers. The cost — in 
terms of money, time, and business opportunities lost because of the money and time we spent 
on developing technology — has not been small, but the results are worth it. 

The Private Bank’s Busine.ss Focus Supports the Co n tro l Efforts 
Our new Know Your Client and transaction monitoring policies are just one aspect of the 
evolution of the Citibank Private Bank. One of the things that I did as the new Group Executive 
was to think about the future of the private banking business at Citigroup by asking myself and 
others about the kinds of customers that we at the Private Bank wanted to serve and should be 
serving. These questions have profound implications for our Know Your Client and anti-money 
laundering policies and practices because the answers to these questions determine who our 
customers are and will be in the future. 

After discussing this matter with other people, both within and outside Citigroup, and 
within and outside private banking, 1 concluded that private banking has changed profoundly 
over the past decade. The old model of private banking, which is sometimes called the “Swiss” 
model, was outdated and stagnant, from a business, legal, and compliance standpoint. The old 
model focused too much on clients who had inherited their wealth and who valued private 
banking for the secrecy and security that they believed it could provide them in the handling of 
their financial affairs. 
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I became con\-inced that if the Citibank Private Bank were to flourish, we needed a new 
model for Private Banking, an “American” model, if you will. The focus of this new model was 
to be what I call "wealth creators business owners, corporate executives, investors, and 
professionals like lawyers who derive most of their income and wealth from business activities. 
These customers want and need the sophisticated investment strategies and other products and 
services that the Citibank Private Bank can provide. They want their financial information kept 
confidential, as does everyone, but they are not driven by a desire for total secrecy. 

Thanks to the booming economy here and abroad, there are more of these individuals 
than there ever have been in the history of the world, and they are under-served by financial 
institutions. Thanks to the globalization of markets, these individuals have access to more 
investment opportunities than ever before, opportunities that are growing ever more complex as 
the global economy develops and changes. 

To provide access to products in countries like the U.S., to tailor our service and products 
to suit their needs, and to take advantage of the opportunities that the global economy has to 
offer, we need more information from and about our customers. Aided by our new technology, 
we can obtain and record the information that we need from the customers on whom we are 
focusing, in order to comply with our stringent Know Your Client requirements, and we can 
more easily monitor and follow up on transactions in the customer’s accounts that require further 
investigation. 

It is with this new focus that we reviewed our existing customers and are seeking and 
accepting new customers. I believe that this strategy will be successful, both in making the 
Private Bank more profitable and in avoiding the kinds of issues that arose in the past relating to 
certain of our customers. 
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One of the great challenges in any large organization is to inculcate the right culture — in 
this case, a compliance culture that recognizes and rewards stringent enforcement of our Know 
Your Client and anti-money laundering policies and procedures. As you well know, it takes time 
to shape and direct the culture of any large organization, even more so when the organization 
operates around the world and includes a remarkable diversity of nationalities, languages, and 
backgrounds. 

There are techniques for changing the culture of large organizations, and we have used 
them in the Private Bank to reinforce our commitment to creating and maintaining an effective 
control culture. 

I began, of course, with our Know Your Client and our anti-money laundering policies 
and procedures. Adopting a consistent, uniform standard throughout the Private Bank 
demonstrated a business-wide commitment to an effective control culture. That commitment 
was underscored by centralizing the management of the Private Bank’s Compliance and Legal 
functions in New York. Our commitment is also demonstrated by the continuous training and 
self-testing programs we have put in place. The training and the self-testing remind everyone 
that our Know Your Client and anti-money laundering policies and procedures are a never- 
ending responsibility that we must strive continuously to improve. 

In addition, we have in place at the Private Bank a compensation plan that rates our 
bankers on a variety of criteria, including, importantly, their compliance with anti-money 
laundering and other control items. Our employee rating system contains what we call 
“boundaries,” which define the limits on employee behavior. The boundaries include not 


- 12 - 



980 


violating control and compliance standards, applicable laws, or policies. Complying with Private 
Bani: “boundaries” is a requirement for bonus eligibility. 

Bonuses of Private Bank personnel have in fact been withheld or reduced for inadequate 
performance on control and anti-money laundering matters. That sends a strong signal to the 
organization as a whole about what qualities the culture values. In addition, as I noted before, 
our Compliance personnel, who oversee the implementation of the anti-money laundering 
policies and procedures, have a compensation system that does not depend on the profitability of 
any particular Private Bank client relationships. 

Finally, we have tried to make sure that our employees understand the relationship 
between control issues and our competitive position. As I noted above, I believe the Citibank 
Private Bank has created a new model of private banking, a model that seeks to provide superior 
service to wealth-creators. You can provide superior service only if you truly know your 
customers, and you can be profitable only if you provide superior service. The Private Bank has 
made its commitment to control an inseparable part of its commitment to quality and 
profitability; for its employees, the Private Bank’s commitment to control is an inseparable part 
of their compensation. 


Better Regulatory Guidance since the Miri-1 hbOs 
The Citibank Private Bank was not alone in changing its response to know your customer 
and anti-money laundering issues. In the early to mid-90s, there was little regulatory guidance 
on these issues as they applied to private banking. Instead, the regulators’ focus was cash 
transactions and structuring of cash transactions. 
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But the world changed. Money launderers got smarter. They got more creative. In view 
of these and other developments, in 1996 and 1997, the Federal Reserve System reviewed 40 
United States and foreign banks to learn about sound risk management practices in private 
banking operations. We participated in that study. In July 1997, the Federal Reserve issued a 
paper on “Sound Risk Management Governing Private Banking Activities.” This was the first 
such guidance from our regulator. The Federal Reserve said there must be active senior 
management and an appropriate corporate culture to encourage compliance and control; that 
there must be written know your customer policies and procedures; that there must be risk 
management practices and monitoring systems; and there must be a segregation of the 
compliance, audit, and business functions. 

In the mid-90s, the Private Bank perhaps did not do as well on some of these points as it 
should have. But by 1997, when the Federal Reserve issued its report, we already had all of 
these practices in place. In fact, I am confident that some of the policies and procedures that the 
Federal Reserve identified in its report as “sound risk management practices” must have been 
influenced by its review of what we were doing at the Citibank Private Bank. 

The Audit Results at the Private Bank 

What results do we see from our better business focus, our better policies and procedures, 
our better technology, our better culture, and better regulatory guidance? For one thing, we see 
much better audit reports. The Private Bank audits in the mid-90s were not satisfactory. But in 
1998, the Private Bank passed 91% of its internal audits, and through the third quarter of this 
year, the Private Bank has passed 1 00% of its audits. 
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Another sign that we are on the right track has been the regulators’ response to our new 
policies and procedures. Before we implemented our new' policies, we submitted them to our 
federal examiners for their comments. The examiners concurred with our new policies, and the 
Citibank Private Bank has since become, I believe, one of the regulators’ benchmarks of 
excellence. 

For all these reasons, I believe the Citibank Private Bank is now at the forefront of efforts 
to combat money laundering, but as ! have said repeatedly inside the Bank, the fight against 
money laundering requires the relentless pursuit of new techniques of detection as those who try 
to misuse the Bank develop increasingly sophisticated ways to evade detection. 


I understand that one of the issues the Senators may be interested in is whether the 
conduct of private banking business in so-called “secrecy” jurisdictions, like Switzerland, 
prevents implementation of appropriate anti-money laundering programs. Citibank has a 
subsidiary bank in Switzerland, as well as a tmst administrator that provides products and 
services to our non-U.S. Private Bank customers. 

In my view, Swiss bank secrecy law does not impede the implementation of oui anti- 
money laundering program. Our bankers and employees in Switzerland must comply with the 
same glo’oal, uniform standards that apply to our operations in the United States or anywhere else 
in the world. Switzerland itself has very stringent know your customer requirements; in several 
ways, the Swiss requirements exceed those of the United States. We brief our U.S. regulators on 
our Swiss operations, and our internal audits in Switzerland are provided to our U.S. regulators. 
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As for the con' ition that banking in Switzerland somehow insulates customers against 
inquiries from criminal authorities in the United States or elsewhere, the facts simply do not bear 
the argument out. As I understand it, Switzerland was the first country to sign a Mutual Legal 
Assistance Treaty with the United States, a sign of its commitment to cooperation with the 
United States in combating money laundering and other crimes. Switzerland’s bank secrecy laws 
therefore do not bar law enforcement authorities from seeking information in cooperation with 
the Swiss authorities. And as the actions of the Swiss federal prosecutor have shown repeatedly, 
the Swiss have little patience for those whom they suspect of using Swiss law to hide criminal 
activity. 


Citibank ’.s Efforts To Develop Industry-Wide Standards 
As you are aware, one of my interests as head of the Citibank Private Bank was the 
development of uniform, world-wide anti-money laundering standards that would be adopted by 
private banks all over the world. I am pleased to say that just before I left the Bank, we 
developed a proposal for a private sector initiative for the development of uniform “Best 
Practices To Combat Money Laundering” for private banks for presentation to other private 
banks at a meeting with Transparency International in Switzerland on October 28, 1999. I could 
not attend that meeting as I had planned, because of preparations to return to Pakistan, but I am 
sure others will be able to report to the Subcommittee on our progress. 

I appreciate the Subcommittee’s constructive inquiries into anti-money laundering 
developments, and I am sorry I will not be at the hearing to provide whatever assistance I could. 
Thank you. 
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TABB 


1.0 CiT Rour GLOB.AL A\Tl-Mf).NTV I.-' Ni. ' RING POLICY 

1.1 RATIO. A.LE 


in the global marketplace, the attempted use of financial institutions to launder money is a 
significant problem that has caused great alarm in the international coimnunity and has resulted 
in the passage of stricter laws and increased penalties for money laundering in Europe. 
Argentina, Australia, Canada, Colombia, Pakistan, Taiwan, the United States, and many other 
countries. It has aiso spuned the formation of the Financial Action Task Force on Money 
Laundering, an inter-governmental body comprised of 26 nations and two regional organizations 
established to coordinate the global battle against money laundering. 

This Policy establishes governing principles and standards to protect Citigroup and its businesses 
from being used to launder money, .All Citigroup employees, wherever located, must be vigilant 
in the fight against money laundering and must not allow Citigroup to be used for money 
laundering activities. We cannot permit ourselves to become participants in a violation of law. 

1.2 SCOPE 


This Policy is applicable to Citigroup, its subsidiaries, and ils managed affiliates worldwide. 

1.3 POLICY 


Citigroup businesses must: 

• protect Citigroup from being used for money laundering; 

• adhere to the Know Your Customer policies and procedures of their businesses; 

• take appropriate action, once suspicious activity is detected, and make reports to government 
authorities in accordance with applicable law; and 

• comply with applicable money laundering laws, as well as the recommendations of the 
Financial Action Task Force on Money Laundering as incorporated into this Policy, 

1.4 WHAT IS MONEY LAUNDERING? 

Money laundering is not just the attempt to disguise money derived from the sale of drugs. 
Rather money laundering is involvement in any transaction or series of transactions that seeks to 
conceal or disguise the nature or source of proceeds derived from illegal activities, including 
drug trafficking, terrorism, organized crime, fraud, and many other crimes. 


Generally, the money laundering process involves three stages: 



985 


• Placement - Physically disposing of cash derived from illegal aciiviiy. One way to 
accomplish this is by placing criminal proceeds into traditional financial institutions or non- 
traditional financial institutions such as currency exchanges, casinos, or check-cashing 
services. 

• Layering - Separating the proceeds of criminal activity from their source through the use of 
layers of financial transactions. These layers are designed to hamper the audit trail, disguise 
the origin of funds, and provide anonymity. Some examples of services that may be used 
during this phase are the early surrender of an annuity without regard to penalties, fraudulent 
letter of credit transactions, and the illicit use of bearer shares to create layers of anonymity 
for the ultimate beneficial owner of the assets. 

• Integration - Placing the laundered proceeds back into the economy in such a way that they 
re-enter the financial system as apparently legitimate funds. 

The degree of sophistication and complexity in a money laundering scheme is virtually infinite 
and is limited only by the creative imagination and expertise of criminals. 

A financial institution may be used at any point in the money laundering process. Citigroup 
businesses must protect themselves from being used by criminals engaged in placement, 
layering, or integration of illegally derived proceeds. 

1.5 THE IMPORTANCE OF THIS POLICY TO THE 

INDIVIDUAL EMPLOYEE AND TO CITIGROUP AND ITS BUSINESSES 


In adhering to this Policy, as with every aspect of its business, Citigroup expects that its 
employees will conduct themselves in accordance with the highest ethical standards. Citigroup 
also expects its employees to conduct business in accordance with applicable money laundering 
laws. Citigroup employees shall not knowingly provide advice or other assistance to individuals 
who attempt to violate or avoid money laundering laws or this Policy. 

Money laundering laws apply not only to criminals who try to launder their ill-gotten gains, but 
also to financial institutions and their employees who participate in those ttansactions, if the 
employees know that the property is criminally derived. “Knowledge” includes the concepts of 
“willful blindness” and “conscious avoidance of knowledge.” Thus, employees of a financial 
institution whose suspicions are aroused, but who then deliberately fail to make further inquiries, 
wishing to remain ignorant, may be considered under the law to have the requisite “knowledge.” 
Citigroup employees who suspect money laundering activities should refer the matter to 
appropriate personnel as directed by their businesses’ policies and procedures. 

Failure to adhere to this Policy may subject Citigroup employees to disciplinary action up to and 
including termination of employment. Violations of money laundering laws also may subject 
Citigroup employees to imprisonment and, together with Citigroup, to fines, forfeiture of assets, 
and other serious punishment. 


2 
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2.n STANDARDS 


This Policy establishes the minimum standards to which Citigroup businesses must adhere. In 
any case where the requirements of applicable local money laundering laws establish a hiaher 
standard, Citigroup businesses must adhere to those laws. If any applicable local laws appear to 
conflict with the standards of this Policy, the particular Citigroup business must consult with its 
local and regional legal and compliance officers who must in turn consult with Citigroup Global 
Anti-Money Laundering Compliance on the possible conflict 

Anli-MoDev Laundering Program.s 

2.1 Each Citigroup business unit shall be covered by an anti-money laundering program that 
provides for policies, procedures, and internal controls to effect compliance with applicable law 
and to implement the standards set forth in this Policy. Anti-money laundering programs shall 
include: 

• a written anti-money laundering policy that sets forth a business’s Know Your Customer 
policies and procedures as well as the other basic elements of its anti-money laundering 
program; 

• the designation of Anti-Money Laundering Compliance Officers or other appropriate 
personnel responsible for coordinating and monitoring day-to-day compliance with this 
Policy; 

• recordkeeping and reporting practices in accordance with applicable law; 

• appropriate methods of monitoring so that suspicious customer activity can be detected and 
appropriate action can be taken; 

• reporting of suspicious activity to government authorities in accordance with applicable law; 

• anti-money laundering training; and 

• assessments by a business of its adherence to the anti-money laundering policies and 
procedures that it has established. 

2.1.1 In developing their anti-money laundering programs, Citigroup businesses shall 
assess the money laundering risks they face, taking into account the following factors: 

• the different categories of customers, including whether the Citigroup customers 
conduct financial transactions for their own customers (Examples of such customers 
include banks, brokers or dealers in securities, mutual funds, investment managers, 
money transmitters, currency exchanges, foreign exchange businesses, check cashers, 
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issuers and sellers of money orders and traveler's checks* attorney escrow accounts, 
and hotels with casinos, j; 

the nature of the Citigroup products and serv'ices that are provided; 
the customers' expected use of the Citigroup products and services; and 
the localities of the Citigroup businesses and their customers. 

2.1. 1.1 One category of customers, namely, “public figures and related 
individuals,” can pose unique reputational and other risks. 

2.1. 1.2 For purposes of this Policy, a “public figure" is any individual who 
occupies, has recently occupied, is actively seeking, or is being considered for, a 
senior position in a government (ot political party) of a country, state, or 
municipality or any depa^ment (including the military), agency, or 
instrumentality (e.g., a government-owned corporation) thereof. 

2.1.1.3 For purposes of this Policy, a “related individual” is any person who is a 
member of the immediate family of a public figure, e.g,, a spouse, parent, sibling, 
or child; or a senior advisor closely associated with a public figure.- 

2.1.1.4 In developing their anti-money laundering programs, all Citigroup 
businesses must assess any reputational or other risks posed to their businesses 
through association with public figures and related individuals. Any such risks 
may be compounded by other factors, for example, where the account that is to be 
opened or maintained is not located in the home country of the public figure or 
related individual. 

2.1.1.5 Commensurate with the assessment of those risks, Citigroup businesses 
shall have policies and procedures for opening or continuing to maintain a 
relationship for an individual who is known through reasonable measures to be a 
public figure or related individual (including a customer who was not a public 
figure or a related individual when a relationship was established and who 
subsequently became a public figure or related individual) and for a legal entity 
which is known through reasonable measures to be substantially owned or 
controlled by a public figure or related individual. Such policies and procedures 
shall provide for: 

• Referral of any questions as to whether an individual is a public figure or a 
related individual to an .Anti-Money Laundering Compliance Officer or other 
appropriate personnel designated by a business; 

• Inquiry as to the reputation of the public figure or related individual which 
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should include: 

• consuiiaiion vviih ihe Coumrs’ Corporate Officer or senior business 
manager in the home country of the public figure or related indisidual: 

• consultation with appropriate legal and compliance officers; and 

• review of generally available public information regarding the public 
figure or related individual, such as new's articles from reputable 
sources; 

• Documentation of any significant infonnation obtained as a result of such 
inquiry; 

• Approval to open accounts for public figures or related individuals and 
approval to continue to maintain such existing accounts by a senior business 
manager in the country where the relationship is to be opened or maintained 
or that officer’s designee; 

• Authorization by the public figure or related individual, including waiver of 
any rights under local laws (e.g., secrecy laws), to ensure that any account 
infonnation or any other relevant infonnation may be disclosed to any 
business, legal, or compliance personnel in order to conduct the inquiry and 
approval process referred to above; and 

• Appropriate methods of monitoring on an ongoing and regular basis the 
accounts of any public figure or related individual. 

2.U A business’s assessment of the various factors relating to the money laundering 
risks it faces should be reflected in an anti-money laundering program that is practical 
and effective. A business’s anti-money laundering program should provide for policies, 
procedures, and internal controls that establish reasonable measures to be taken by a 
Citigroup business to minimize the risk that it will be used for illicit activities, taking into 
account the products and services it provides and the types of customers it serves as well 
as the legal requirements and good practices in the locality where the business is located. 

Know Your Customer 

2.2 Citigroup businesses shall have Know Your Customer policies, procedures, and internal 

controls reasonably designed to: 

. determine and document the true identity of customers who establish relationships, open 
accounts, or conduct significant transactions and obtain basic background information on 
customers; 
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• obtain and document any additional customer information, commensurate with the 
assessment of the money laundering risks posed by the customers’ expected use of products 
and services; and 

• protect Citigroup businesses from the risks of doing business with any individuals or entities 
whose identities cannot be determined, who refuse to provide required information, or who 
have provided information that contains significant inconsistencies that cannot be resolved 
after further investigation. 

Customer Identification 


2.2.1 Citigroup businesses shall have policies and procedures to obtain sufficient reliable 
identifying information to determine the identity of all individual customers. 

2.2.2 Citigroup businesses shall have policies and procedures to obtain sufficient reliable 
identifying information to determine the identity of all corporations and other legal 
entities. 

2.2.3 No special name account (i.e., an account using a pseudonym or number rather 
than the actual name of the customer) shall be established unless the Citigroup business 
determines that the customer has a legitimate reason for having such an account and the 
business maintains records containing the actual name and other identifying information 
regarding the beneficial owner of the account in the country where the account is 
maintained and, if applicable, in any country where the account is managed. Approval by 
the appropriate senior level of management for the business must be obtained before such 
accounts are established. 

2.2.4 The authority of any person authorizing financial transactions on behalf of the 
customer shall be established by documentation, reference to local law, or other reliable 
means. Citigroup businesses shall have policies and procedures for determining that 
person’s identity and relationship to the customer. 

2.2.5 Reasonable measures shall be taken to obtain information about the true identity of 
the person on whose behalf a relationship is established or an account is opened or a 
significant transaction conducted (i.e., beneficial owners) if there are any doubts as to 
whether the customer is acting on its own behalf 

Other Customer Information 

2.2.6 Citigroup businesses shall have policies and procedures to deteraiine and document 
at the time of the establishment of a relationship or at the opening of an account, 
commensurate with the assessment of the money laundering risks posed by the 
customer’s expected use of products and services: 

• the customer’s source of funds; 
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• Jhe customer's source of income and assets; and 

• the nature and extent of the customer's expected use of its products and services (i.c., 
a transaction profile) or the customer's investment objectives. 

2.2.7 The information about a customer obtained at the time of the establishment of a 
relationship or the opening of an account constitutes a "customer profile." Citigroup 
businesses shall have policies and procedures for updating customer profiles and for 
confirming information provided by customers, commensurate with the assessment of the 
money laundering risks. 

Information Requirements for Customers 

with Relationships with Another Citigroup Business 

2.2.8 Citigroup businesses shall have policies and procedures to establish the conditions 
tinder which they may rely upon another Citigroup business for the identification of a 
customer who has a relationship with that business and seeks to establish a relationship 
with another Citigroup business. At a minimum, to rely upon another Citigroup business 
for the identification of a customer, a Citigroup business must: 

• document that the other Citigroup business has a relationship with the customer; 

• determine that its identification requirements are reasonably satisfied by the other 
Citigroup business’s Know Your Customer policies and procedures; and 

• be able to obtain on request from the other Citigroup business the itifoimation and 
documentation that was obtained and relied upon to determine the hue identity of the 
customer. 

2.2.9 Citigroup businesses that rely upon another Citigroup business for the 
identification of a customer shall obtain any additional customer information required at 
the establishment of a relationship or at the opening of an account, commensurate with 
the assessment of the money laundering risks, in accordance with Section 2.2.6. 

2.2.10 Citigroup businesses that provide products and services for a customer of another 
Citigroup business sh^l have sufficient information to enable them to detect suspicious 
customer activity. If the Citigroup business that manages the customer relationship has 
the required information, it shall provide it to Citigroup businesses that provide products 
and services. If the Citigroup business that manages the customer relationship does not 
have the required information, Citigroup 'ousincsses that provide products and services 
may obtain the information directly from the customer. 
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Anti-Monev Launderinp Compliance Officers 


2.3 Citigroup businesses shall be served by .Anti-Money Laundering Compliance Officers or 
other designated personnel responsible for coordinating and monitoring day-to-da)’ compliance 
with applicable money laundering laws, this Policy, and the anti-money laundering policy 
applicable to the particular business. Anti-Money Laundering Compliance Officers or other 
designated personnel may serve other functions and may serve multiple business units. 

Reeordkeeping and Reporting Reouirement.s 

2.4 Citigroup businesses shall have policies and procedures in order to comply with applicable 
recordkeeping and reporting requirements established by law. 

Cash Transaction.s 

2.4.1 Citigroup businesses shall have policies and procedures for recording anchor 
reporting cash transactions as required by applicable law and in accordance with this 
Policy and for developing and implementing methods of monitoring cash transactions in 
order to comply with applicable recordkeeping and/or reporting requirements and this 
Policy. 


2. 4.1.1 Citigroup businesses that effect transactions involving currency, including 
deposits, withdrawals, exchanges, check cashing, and purchases of instruments, 
shall record all such transactions in excess of U.S. $10,000 or its local currency 
equivalent, subject to Section 2.4.2. 1 below. Citigroup businesses shall comply 
with any applicable law that sets a lower recording or reporting threshold. 

2.4.2 Citigroup businesses shall develop and implement appropriate methods of 
monitoring customer transactions to detect cash transactions that are to be recorded 
and/or reported as well as actual or attempted structuring. Structuring occurs when a 
customer breaks down transactions below certain dollar or other currency amounts for the 
purpose of evading a reporting requirement (in the U.S., $10,000) or avoiding detection. 
In the U.S., structuring is itself a crime, even if the funds are legitimately derived, and 
structuring wherever it occurs is a sign of possible money laundering. 

2.4.2.1 Non-U.S. Citigroup businesses may adopt a threshold amount higher than 
U.S. $10,000 or its local currency equivalent for recording, reporting, and/or 
monitoring after taking into account local law, the cash nature of the local 
economy, and the money laundering risks inherent in such transactions in their 
country. Citigroup businesses seeking to adopt a threshold amount higher than 
U.S. $10,000 or its local currency equivalent, however, must have the approval of 
their Legal and Compliance officer who, before giving their approval, should 
consult with Citigroup Global Anti-Money Laundering Compliance. 
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Funds Transfers 

2.4.3 Ciiigroup businesses shall have policies and procedures in order to complv with 
applicable law pertaining to funds transfers. U.S. law requires financial institutions 
within the U.S. and its territories and possessions, with respect to certain funds transfers 
equal to or greater than U.S. $3,000, to record, mainain. and pass on certain information, 
including information about the originator and the beneficiarv. 

Record Retention 

2.4.4 Citigroup businesses shall maintain the following documents for at least five years 
unless local law or the particular Citigroup business’s policy on document retention 
specifies a longer period; 

• customer profiles; 

• reports made to government authorities concerning suspicious customer activity 
relating to possible money laundering or other criminal conduct together with 
supporting documentation; 

• records of all formal anti-money laundering training conducted which include the 
names and business units of attendees and dates and locations of the training; and 

• any other documents required to be retained under applicable money laundering laws. 
Monitoring for Suspicious Activity 

2.5 Citigroup businesses shall develop and implement appropriate methods of monitoring so 
that throughout the customer relationship suspicious customer activity can be detected, 
appropriate action can be taken, and reports can be made to government authorities in 
accordance with applicable law. 

2.5.1 In developing appropriate methods of monitoring, Citigroup businesses shall 
consider; 

• whether monitoring should be done on an individual account basis or at a product 
activity level using generic parameters; and 

• whether computerized or manual monitoring is suitable and practical, taking into 
account the size and nature of its operations and available technology. 
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Reports and Referrals Regarding Suspicious 
Activity Involving Possible Money Laundering 

2.6 Citigroup businesses must satisfy any legal obligation to report suspicious activity involving 
possible money laundering. 

2.6.1 Given the differences in local law regarding the reporting of suspicious activity and 
in some cases the absence of such law. this Policy hereby establishes a uniform standard 
by which Citigroup businesses, wherever located, are to determine whether activity is 
suspicious for purposes of internal referrals to appropriate personnel as directed by their 
businesses policies and procedures so that appropriate action is taken. Consistent with 
U.S. law and the recommendations of the Financial Action Task Force, under the 
Citigroup standard, suspicious activity involving possible money laundering is any 
transaction conducted or attempted by, at, or through a Citigroup business involving or 
aggregating U.S. $5,000 or more in funds or other assets or its local currency equivalent 
that the Citigroup business knows, suspects, or has reason to suspect: 

• involves funds derived from illegal activities or is intended or conducted in order 
to hide or disguise funds or assets derived from illegal activities (including, 
without limitation, the oavnership, nature, source, location, or control of such 
funds or assets) as part of a plan to violate or evade any law or regulation or to 
avoid any money laundering regulation; 

• is designed to evade a money laundering regulation, for example, a cash reporting 
regulation; or 

• has no business or apparent lawful purpose or is not the sort in which the 
particular customer would normally be expected to engage and the Citigroup 
business knows of no reasonable explanation for the transaction after examining 
the available facts, including the background and possible purpose of the 
transaction. 

2.6.1. 1 The above-referenced U.S. $5,000 threshold is for purposes of internal 
referrals and does not establish a threshold for transaction monitoring. 

2.6.2 Citigroup businesses shall have policies and procedures to provide for the prompt 
examination of customer activity that is questionable to determine and document the 
reason for the activity and whether the activity is suspicious under the Citigroup standard 
set forth in Section 2.6.1 of this Policy as well as under any standard established by 
applicable local law. 

2.6.3 Citigroup businesses shall have policies and procedures to provide for the prompt 
referral of customer activity that is determined to be suspicious under the Citigroup 
standard set forth in Section 2.6.1 of this Policy or under any standard established by 

10 



994 


applicable local Saw to appropnate personnel as directed by their businesses' policies and 
procedures so that appropriate action is taken, including the timely filing of suspicious 
activity reports in accordance with applicable local Saw. 

ritinroup Businesses Within the United States and its Territories and Possessions 

2.6.4 U.S. regulations require each Citigroup business within the United States and its 
territories and possessions to send suspicious activity reports (“S ARs") to the Depanmem 
of Treasury’s Financial Crimes Enforcement Network (“FinCEN”) with respect to any 
suspicious transaction involving possible money laundering conducted or attempted by, 
at, or through the Citigroup business and involving or aggregating U.S. $5,000 or more in 
funds or assets. The U.S. S5,000 threshold does not apply where a Citigroup business 
was used to facilitate a violation of U.S. money laundermg laws and the Citigroup 
business has a substantial basis for identifying one of its directors, officers, employees, 
agents or affiliated persons as havii^ comuuucd or aided in the commission of me imonc; 
laundering offense. Under those circumstances, a SAR mu.si be filed with FinCEN, 
regardless of the amount involved in the transaction. 

2.6.4. 1 Citigroup businesses within the United States and its teiritories and 
possessions shall send to Citigroup Corporate Security & Investigative Services, 
Fraud Management Unit, copies of all SARs, when filed, relating to possible 
money laundering involving a director, officer, employee, or agent of a Citigroup 
business or a person affiliated with a Citigroup business, and an agreed upon 
summary on a monthly basis of all SARs that have been filed with FinCEN, In 
accordance with regulatory requirements, the Fraud Management Unit has the 
responsibility for notifying the Board of Directors of Citigroup or a Committee 
thereof of all SARs that are filed, including SARs concerning other suspicious 
activity unrelated to possible money laundering. Copies of SARs pertaining to 
suspicious activity involving possible money laundering that are filed should also 
be sent on a timely basis to the particular Citigroup business’s Anti-Money 
Laundering Compliance Officer or other appropriate legal and compliance 
personnel. 

ritigroup Businesses Outside the United States and its Territories and Possessions 

2.6.5 Citigroup businesses outside the United States and its territories and possessions 
are subject to local law that may require or permit suspicious activity reporting to local 
authorities. 'Wheflier or not local law requires suspicious activity reporti^, Citigroup 
businesses outside the United States most refer transactions that are suspicious under the 
Citigroup standard set forth in Section 2.6.1 to their appropriate compliance, legal, or 
business personnel as directed by their businesses' policies and procedures. 

2.6.5.1 Copies of suspicious activity reports filed by a business outside the United 
States with local authorities and any internal referrals regarding suspicious activity 
II 
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should be sent on a timely basis to the appropriate legal and compliance personnel as 
directed by the business's polices and procedures. 


Terminating Customer Relationships 

2.6.6 Citigroup businesses within the United States and its territories and possessions 
shall have policies and procedures concerning appropriate action to be taken before a 
customer relationship is terminated because of suspicious activity and before the 
customer is notified of the decision to terminate. Those policies and procedures 
concerning pre-termination and pre-customer notification action to be taken shall be 
reasonably designed to provide for; 

• the prompt referral of the matter to a business’s Anti-Money Laundering Compliance 
Officer or other appropiiate legal and compliance personnel and 

• communication of the decision to terminate and the anticipated date for notifying the 
customer of that decision in a SAR to be filed or as a supplement to any SARs that have 
previously been filed or, where appropriate, by a telephone call from a business’s Anti- 
Money Laundering Compliance Officer or other appropriate legal and compliance 
personnel to a U.S. Attorney’s Office or other appropriate government authority. 

2.6.6.1 Situations may arise where a decision to terminate a relationship involves 
a customer who has used an account in a Citigroup business outside the United 
States to conduct suspicious transactions through a Citigroup business in the 
United States. Under those circumstances, the Anti-Money Laundering 
Compliance Officers for the respective businesses in and outside the United States 
must communicate and coordinate with each other so appropriate precautions are 
taken before the decision to terminate is communicated to the customer in 
question. 

Prohibition Against Disclosing Suspicious Activity Reports 

2.6.7 Where Citigroup businesses have filed suspicious activity reports or otherwise 
reported suspected or known criminal violations or suspicious activities to law 
enforcement authorities, Citigroup employees must not notify any person outside of 
Citigroup who may be involved in the transaction or any person who is the subject of a 
suspicious activity report or other report of suspicious activity that the transaction has 
been reported. 


Training 

2.7 Citigroup businesses shall provide anti-money laundering training on a periodic basis. 
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2.7.1 The training shall review applicable money laundering laws and recent trends in 
money laundering activity as well as the particular Citigroup businesses' policies and 
procedures to combat money laundering, including how to recognize and report 
suspicious transactions. 

2.7.2 Citigroup businesses or appropriate legal and compliance personnel shall determine 
the frequency of training and which personnel must be trained commensurate with their 
money laundering risk assessment. 

2.7.3 Records shall be kept of all formal training conducted. These records should 
include the names and business units of attendees and dates and locations of the training. 

2.7.4 If Citigroup representatives are asked to speak on the topic of money laundering 
or Know Your Customer policies and procedures at an external conference, consistent 
with the Citigroup Statement of Business Practices, they should notify Citigroup Global 
Anti-Money Laundering Compliance befor* "’aking a commitment to speak. 


Assessments bv Businesses 


2.8 Citigroup businesses shall conduct assessments of their anti-money laundering policies and 
procedures on a periodic basis to provide reasonable assurance that their compliance programs 
continue to function effectively. The assessment process should include testing and analysis. 

3.0 CITIGROUP GLOBAL ANTI-MONEY LAtlNDERING COMPLIANCE 

Citigroup Global Anti-Money Laundering Compliance has responsibility for coordinating the 
anti-money laundering compliance programs of Citigroup businesses worldwide. The Director 
of Citigroup Anti-Money Laundering Compliance shall report directly to the Citigroup General 
Counsel, 

4.0 AUDIT AND RISK REVIEW 

Citigroup’s Audit and Risk Review is another important means to protect Citigroup and its 
businesses from being used by money laimderers. Audit and Risk Review will evaluate 
Citigroup businesses’ compliance with this Policy, their own anti-money laundering policies, and 
applicable money laundering laws. 

■AO POMCY OWNER 

The owner of this Policy is Citigroup Global Anti-Money Laundering Compliance. Any 
deviation from the standards set forth in this Policy requires the approval of the Policy owner. 
Requests for deviations should not be made of Citigroup Global Anti-Money Laundering 
Compliance unless the appropriate level of management for the business has approved the 
request. 
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6.(1 CONCLUSION 

.Adherence to this Policy is absolutely critical so that all Citigroup businesses, wherever iocaled, 
comply with applicable money laundering laws. Citigroup businesses must be proactive in the 
implementation of this Policy. Citigroup employees must be vigilant for suspicious activity and 
promptly refer such activity to appropriate personnel as directed by their businesses’ policies and 
procedures so that all reporting and other requirements are met. Only through constant vigilance 
can Citigroup employees protect Citigroup products and services from being used to launder 
money. 


Issued: October 28, 1999 
Effective: January 3 1 , 2000 
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TABC 


CITIBANK COMMENTS ON 

THE GAO REPORT ON “PRIVATE BANKING; RAUL S.ALINAS, CITIBANK, AND 
ALLEGED MONEY LAUNDERING” 


The GAO Report on Citibank’s handling of the Raui Salinas account from 1992 to 
1 995 properly did not find any violation of anti-money laundering laws or regulations by 
Citibank or its personnel. At the same time. Citibank would, under current policies and 
procedures, handle the Salinas account differently in various significant respects today. 

Account Acceptance. The GAO Report is critical of certain aspects of Citibank’s 
acceptance of Mr. Salinas as a Private Bank client more than seven years ago. It is true that the 
documentation of the know-your-customer information relating to Mr. Salinas did not comply 
with Citibank’s then-applicable policy. In particular, the relationship manager did not complete 
an internal report called CAMS (Customer Account Management System), on which information 
about Private Bank clients should have been recorded. However, the relationship manager had 
met with Mr. Salinas more than once prior to opening the account, had received a very strong in- 
person reference from a long-standing, well-regarded customer of the bank, and believed that she 
had substantial information (albeit not reflected in CAMS as it should have been) regarding Mr. 
Salinas and his sources of wealth. Notably, even in 1995, after Mr. Salinas' arrest in Mexico, the 
Washington Post reported that Raul Salinas “was well known across Mexico as the man who 
managed the Salinas family’s substantial fonune during Carlos Salinas’ six year term in office.” 

The Private Bank’s current policies, procedures and systems for account opening 
are different today, reflecting lessons from the Salinas matter, increased regulatory guidance, and 
better available technology. Today the relationship manager must obtain and record more 
specific information about the client’s source of wealth and anticipated transactions, and that 
information is independently reviewed by quality assurance specialists as part of the account 
opening process. The Private Bank’s state-of-the-art software system for collecting and updating 
client information (called ClientWise®) is used for recording and reviewing this know-your- 
customer information. In addition, public figure clients would now not be accepted unless 
specifically approved by the head of the Private Bank and the other members of the Private 
Bank’s Public Figure Review Committee. 

Account Monitoring. The GAO Report says that the Private Bank “disguised” 'die 
■’origin, destination, and beneficial owner of the funds.” This in turn is largely based on GAO’S 
view that the Private Bank “broke the funds' paper trail” principally by using a “concentration 
account” in New York for transferring funds from Mexico to Mr. Salmas’ accounts elsewhere. It 
is true that use of the concentration account had the effect of adding an element of confidentiality 
to the transfers, and Citibank policy no longer permits transfers through a concentration account 
in the same way as was done in the Salinas matter. However, depositing the funds into the 
concentration account also met the relationship manager’s objective of receiving immediate 
telephonic notification of the funds’ arrival, thus enabling her to direct their investment in the 
most timely manner possible. And most fundamentally, there was in fact an audit trail for the 
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movement of the Salinas funds. Citibank could always have identified at the time, as it later did, 
the origin, destination and beneficial owner of the funds. Ernst &Youiig and KPMG Peat 
Marwick, independent auditors consulted by Citibank, have confirmed that transferring funds 
into and out of the concentration account does not break the audit trail. 

Nonetheless, in light of the Salinas experience and other developments, Citibank 
has changed its policies. Under Citibank Private Bank’s existing policies, each transfer of funds 
through a concentration account now must also -- either immediately before or immediately after 
such transfer - go through the client’s deposit account, which ensures its inclusion in the routine 
monitoring of that client's transactions. In addition, the Private Bank’s new software system 
(called ASSIST®), which is being implemented throughout the Private Bank this year, 
automatically monitors all client transactions. This is a vast improvement over prior monitoring 
techniques, and was simply not available in the early to mid-1990's when the Salinas transactions 
took place. 


Conclusion. The GAO Report does not, and could not. conclude or even assert 
that Citibank engaged in money laundering, which would require both proof of a “predicate 
offense" from which the money arose, and proof that the Bank knew (or was “willfully blind”) 
that the funds had an illegal source. Mr. Salinas has never been convicted of any crime linked to 
his Citibank funds and in any event the relationship manager involved believed in good faith that 
the funds were legitimate. 

The fundamental point remains that, while there were no legal or regulatory 
violations in the handling of the Salinas account by the Private Bank back in the early 1990's, 
Citibank learned a great deal from the Salinas matter, and has dramatically improved its anti- 
money laundering policies, procedures and systems in the seven years since that account was 
opened- Regulatory guidance in the area has also significantly increased, as reflected, for 
example, in the July 1997 publication of “Guidance on Sound Risk Management Practices 
Governing Private Banking Activities” by the Federal Reserve. 


- 2 - 
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CmBAN<& 


The Citibank Private Bank 


Cilibank, N.A. Mark Musi 

Chief Compliance & Control Officer 

399 Park Avenue 
15th Floor/Zone 4 
New York. NY 10043 

Tel 2121559-5125 
Fax 212/793-4144 
mark.musi @cuicorp.com 


TABD 


November 3, 1999 


Mr. Fritz F. Heimarm 
Chairman 

Transparency International 
General Electric Co. 

3135 Easton Turnpike, W3E 
Fairfield, Connecticut 0643 1 

Dear Mr. Heimann: 

As we discussed last week at the meeting in Zurich, The Citibank Private Bank believes that the time has 
come for a private sector initiative, through which private banks throughout the world will develop and pledge 
to follow a set of “Best Practices For Combating Money Laundering.” 

We all know that money laundering activities create substantia! reputational and legal risks for every private 
hank, and for the private banking business as a whole. These risks cannot be stopped by one institution or 
even by one country’s laws and regulations. It is, therefore, in our best interest, as industry representatives, to 
act to establish uniform, global standards. 

Global standards established through this initiative can help ensure that institutions with effective anti>inoney 
laundering efforts are not undermined by those who do not share this commitment. Global standards can also 
help ensure that the loQg*term fight against inoney*laundering will not be subject to short-term political 
concerns in any one country. 

We believe that a set of “Best Practices" can be developed and adopted by private banks everywhere. To 
assist in that process, I have enclosed our view of the key elements of a “Best Practices” guide. As promised, 

I have also included a copy of the Citibank Private Bank’s “Global Know Your Client” Policy and the 
recently revised Citigroup Anti-Money Laundering Policy. I hope you will find all three documents useful 
and that you will feel comfortable sharing relevant policies and standards from your organizations. By 
understanding bow we each deal with the complex challei^cs of anti-money laundering we can all improve 
our efforts. 

One final note. As you know, Sbaukat Aziz has left Citibank to return home to serve as his country’s Minister 
of Finance. His successor, Todd Thomson, has been involved in the formulation of our proposal for this 
private sector initiative. Todd Thomson, has asked me to tell you that be will continue Shaukal’s strong 
support for the development of international anri-money laundering standards for private banks, and that he 
looks forward to working with us on this important project 

Please feel free to call me to discuss any of the enclosed documents or our proposal. Thank you for your 
interest. 

Sincerely, 
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PROPOSAL FOR INTERNATIONAL STANDARDS FOR 
PRIVATE BANK ANTI-MONEY LAUNDERING PROGRAMS 


Private banks, which provide specialized and sophisticated investment and other financial 
services to wealthy individuals and families, are inevitably exposed to the risk that an 
unscn^ulous client will attempt to “launder" the proceeds of illegal activities through the bank. 
Money laundering activities create substantial reputational and legal risks for every private bank, 
and for the private banking business ac a whole. In addition, private banks as responsible citizens 
want to take all appropriate steps to assure that they are not inadvertently helping criminals by 
facilitating the movement of fimds derived from illegal activities. 

In our global economy, where funds move at the speed of electrtjns every hour of file day, and 
banks from all over the globe offer private banking services, it is prudent for all private batiw to 
take appropriate protective measures. Money laundering cannot stopped by one institution or 
et^ by one country’s laws or regulations, and thus £ar, government to government discussions 
have not resulted in a set of uniform tnteroational re q uir ements for banks to follow in combating 
money laundering. 

We believe that the time has come for a private s e c t o r initiative, through which private banks 
throughout the world will develop and pled^ to follow a set of “Best Practices Combating 
Money Laundering Risks.” GloM standards established frirou^ friis private sector initiative can 
help ensure that institutions committed to anti-money laundering efforts are not undermined by 
institutions tiiat do not share this commitment Global standards can also help ensure that the 
long-term against money laundoing will not be subject to the short-term political concerns 

in any one country. We believe that a set of “Best Practices” can be developed and adopted by 
private basks evmy^ere. 

We look forward to working with otba private banks to develop a set of Best Practices For 
Combating Money Laundering Risks that can be adopted by banks throughout the world 


October 28, 1999 
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PROPOSAL FOR INTERNATIONAL STANDARDS FOR 
PRIVATE BANK ANTI-MONEY LAUNDERING PROGRAMS 


Best Practices For Combating Money Lanndering Risks include the following elements: 

Committed Senior Management 

• Sraor management of the ^vatc bank establishes a culture that values and is committed to 
full compliance with the private bank’s anti-money laundering program. 

• Senior management of the private bank identify the bank’s products and services that may be 
especially vulnerable to misuse by money launderers and establish special controls (includine 
management review requirements) for the use of these products and services. 

Key Elements of Effective Anti-Money Laundering Policies, Procedures And Systems 

• SeniOT m a M gement’s clear communication to all personnel of its commitment to the private 
bank’s anti-money laundering p mg r a Tw 

• “Know your client” procedures that apply to all clients of the private bank. Effective 
procedures verify the true identity of a client and the beneficial owners of all accounts as well 
as describe and confirm the client’s sources of wealth. 

• Sophisticated sj^tema that monitor all transactions so that suspicious or unusual transactions 
relative to the client’s known wealth or business are identified and information on the source 
of funds for such transactions is obtained is a tirttely way. 

• aient confidentiaUty policies that do not hinder &c “know your client” and transaction 
monitoring processes. 


« Standards and procedures for detennining when a client’s transactions or activities should be 
irpoited to m a nag ement and appropriate governmental authorities as suspicious. 

• Strong compliance, control, risk management, legal and audit functions, each witii clearly 
defined roles, responsibilities and accountability, to oversee and support the implementation 
of the anti-money laundering program. 

• Regular training for private bank employees on morwy laundering activities and die bank’s 
anti-money laundering program. 


October 28, 1999 
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Private Banking Group 


Global ‘Know Your Client’ Policy 


September 9, 1997 
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GLOBAL ‘KNOW YOUR CLIENT’ POLICY 


OBJECTIVE/RATIONALE 

The primaiy objective of this policy is to establish a set of global minimum standards for 

knowing and documenting the clieras and account holders of the Private Banking Group 

(TBG). This will enable PBG bankers and staff to: 

• Ensure compliance with the United States and applicable local monet' laundering 
laws and regulations, and the Citicorp Global Anti-Money Laundering Policy 

• Ensure that PBG employees adhere to PBG’s 'Know Your Client' Policy and that 
the PBG does business with clients who are reputable and whose legitimacv can be 
determined 

• Protect the PBG from being used for money laundering activities 

• Protect the good name and reputation of the PBG and Citicorp 

• Ensure that PBG employees advise appropriate levels of management if thev detect 
suspicious or cri minal achvtty, so that all required reports are made to 
governmental authorities and appropriate action is taken. 

OVERVIEW 

The policy covers four areas; 

• Client Acceptance. It is critical that the PBG initiate and m aintain relationships 
with clients and account holders whose true identity is known, whose source of 
vrealth, source of funds, and business are legitimate, and who use the PBG 
appropriately. The process of selecting the right client is critical at the initiation of 
the relationship. This policy addresses the minimum standards that must be met 
before a relationship can be established or an account can be opened. It also 
establishes special criteria for approval of accounts for public figures. Special 
Names. PBG employees, non-target market clients, and Money Managers. 

• Client Profiling. The profile requirements for different types of clients and 
account holders are established. It also determines who can have access to the 
profile information. 

• Transaction Monitoring. This policy establishes the process for monitoring and 
reporting the movements of funds mto and out of accounts. It also establishes the 
record keeping and record retention requirements for monitoring cash transactions. 

It outlines the anti-money laundering training requirements for the PBG. 

• 'Know Your Client' Roles and Responsibilities. This policy defines the 
responsibilities in the 'Know Your Client' process for staff who have contact with a 
client, account holder, or related party. 


‘Know Your Client’ Policy 
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SCOPE 

This policy is applicable worldwide for all acti\'ities and in all locations of the Pnvate 
Banking Group (TBG). 

POLICY 

Ail PBG business units must establish and rnaintain a formaJ ‘Know Your Client’ process 
for accepting, maintaining, and documenting clients and accounts, according to the 
standards below. 


CLIENT ACCEPTANCE POLICY 

The client profile must confirm that the ciieoxJaccounl holder has met the following 
minimum standards prior to acceptance. 

•AJl approvals described below can be adapted to equivalent levels in the different market 
regions. 

Minimum Standards - Requirements for Client and Account Holder 
Acceptance 

1. Target Market. A client must meet the target market definition of the PBG. For 
exceptions, see Standards ;5-27. 

2. Identity of the Client/Account Holder. The true identity of a client/account holder 
must be determined, verified, and documented. Before the relationship may be 
esublished, a prospect must provide consistent and satisfactory information in 
subsmntiating his identity and character. 

2.1 Supporting documents on the client must be maintained on file. (Refer to PBG 
Front End Policy.) 

Samples of acceptable identification documents art in Appendix A. 

2.2 Contact information must be obtained and documented. 

2.2.1 At a minimum, information must be recorded on the client’s/account 
holder's legal name, primary residence address for individuals and 
principal place of business address for entities, telephone, and 
nationality. 

2.3 Beneficial Owners. The minimum 'Know Your Client’ standards must be met for 
Private Investment Companies (PICs), trusts, and similar fiduciary vehicles. In 
addition, however, beneficial owners of such vehicles must be identified and 
profiled. 


‘Know Your Client’ Policy 
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2.3.1 New accounts (opened after September 30, 1997} 

2.3. 1.1 Uben a lew PBG account is opened in tbe name of a Private 
Investment Company (PIC), trust, or similar fiduciary vehicle, 
the beneficial ownerfs) must be identified at each Booking 
Center holding an account for the fiduciary vehicle and at the 
PBG entity which manages or administers the fiduciary vehicle 
if applicable. Each such Booking Center must also maintain a 
fijll profile on the beneficial ovner(s) of the fiduciary vehicle 
except as provided in Standards 2.3. 1.2 and 2.3. 1.3 for non-U.S. 
Booking Centers. 

2.3 . 1 .2 If a fiduciary vehicle is managed and administered by the PBG. 
the PBG entity managing or administering the vehicle may 
provide, subject to Standards 60.2, 61, and 62, a Due Diligence 
Confirmation in the form of Appendix B to non-U.S, Booking 
Centers holding accounts for the vehicle. 

2.3. 1.3 Where a Due Diligence Confirmation m the form of Appendix 
B is acceptable under local law or policy applicable to the non- 
U.S. Booking Center holding an account for the fiduciary 
vehicle, such Booking Center is pennitted to hold Basic 
Information and a cuirent Due Diligence Confirmation in lieu of 
sfull profile on the beneficial owner(s). 

2.3.2 Existing accounts (opened on or before September 30, 1997) 

2.3.2.1 For accounts of PICs, trusts, or similar fiduciary vehicles 
mar,aged or administered by the PBG, the Booking Center must 
obtain a Due Diligence Confirmation in the fom of Appendix C 
or a full profile on beneficial owner(s). The Due Diligence 
Confirmation must be obtained from the PBG entity that 
manages or administers the fiduciary vehicle by October 31, 
1997. 

2.3.2.1.1 If Due Diligence Confiimaiions or full profiles cannot 
be obtained by October 31, 1997, the Booking Center 
must submit a list of such accounts to its Market 
Region Head and Regional Compliance and Control 
Head for review by October 31. 1997. They will 
decide whether to provide aridinonal time to obtain 
the required infonnation or to termirrate an account, 
2.3.2.2 For accounts of PICs, trusts, and similar fiduciary vehicles not 
managed by the PBG, the beneficial onmer(s) must be identified 
and fiill profiles obtained. 


'Know Your Clieni' Policy 
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2. 3^.2.] If identification and JuII profiles cannot be obtained 
by October 3i. 1997, the Booting Center holding 
such accounts must submit a list of the accounts to us 
Market Region Head and Regional Compliance and 
Control Head by October 31, 1997. They will decide 
whether to provide additional time to obtain the 
required informaiipn or to te rminat e an account. 

2.4. Due Diligence Confirmations for Beneficial Owners (Appendices B and C) must 
be signed by the head of the PBG entity that manages or administers the fiduciary 
vehicle. For example: The Managing Director of Cititrust (Bahamas) Limited. 

3. Source of Wealth. Detailed infonnation on a client! sJ account holder's economic 
activities must be obtained to support net worth and income level prior to opening an 
account. The source of wealth should be wholly legitimate and sufficient to account 
for the size of relationship with the clienL 

5.1 Source of wealth information must include, as applicable: 

3.1.1 Ov,ncrsh:p of and/'or a client's relationship to his p rimar y businesses 

3.1.2 Names of partners and the nature of their involvement in the business, 
where appropnate 

3.1.3 The business' locations and geographic trade areas 

3.1.4 Details of other sources of wealth. 

This information should be documented over time by a call report or a plant or 
office visit, a nn u al financial reports, third parry confirmations, newspaper 
clippings, marketing brochures, or other reasonable information sources. 

Sample questions for determining and documenting sources of wealth are in 
Appendix D. 

4. Source of Fuads. Source of funds refers to the origin and the means of remittance by 
which funds are sent to the PBG. Examples of sources of funds are: incoming funds 
from the sale of a private business or property, and a liquidation of a financial 
mvesmient at another institution that is remitted to the PBG. 

4.1 The source of funds for the initial account opening must be identified and 
documented. 

4.2 The source of significant additional funding to the account needs to be identified 
and documented. The transaction monitoring process is key to identifying 
sigmficant additions of funds to diem accounts. 

Samples of Source of Funds statements are in Appendix E. 


'Know Your Client’ Policy 
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5 Opening Diaiy Note (ODN). A written summary is required that explains wh\ the 
prospect should be accepted as a client of the PBG. 

5.1 The OZ)A^ rnus'. nclude information ont 

5.1.1 How a client was sourced 

5.1.2 How a client plans to use his relationship 

5.1.3. Identity of tbt Joint accouni holders and related accoum holders, if any, 
to a client or entity that heads a client relationship 

5.1.4 Details of a Ghent's business background, source of -wealth, and initial 
source of funds. 

5.2 The ODN must demonstrate how this information has been obtained. 

5.3 The ODN must remain in the profile as a permanent document. The ODN is the 
only pan of a profile that will not be updated on a continuing basis. 

5.4 The ODh applies to cWcnxsl accouni holders acquired after September 30, 1997. 
The ODN is not required for existing r''— tts. 

Examples of Opening Diary Notes are in Appendices G and H. 

6, References. To check the integrity and character of the prospect, two references are 
required and must be documented in writing. Refeiences generally should contain a 
description of the capacity in which the refetral party knows the prospect 

References asa.-j be obtained from Citicorp officers (Assistant Vice Presidents and 
above), clients in good standing, a bank, and external sources that axe acceptable to 
the Global Market Manager (e.g., prospect’s business associates, lawyers, or 
accountants). 

6.1 References are required [or joint accoum holders who are not nuclear family 
members 

6.2 References are required for related accoum holders, including individuals, 
corporations, and non-Citicorp managed vehicles. 

6.3 Ail references must be received before accepting a client 

6.3.1 Exception: Bank references must be received within 90 days after the 
account is opened. 

6.3. 1.1 If the bank references are not received within 90 days, all 
account transactions must be approved by the Global Market 
Manager or investment Cemer Head 

6.3. 1.2 If the bank references are not received within 120 days, the 
account will be closed. 


‘Know Your Client' Policy 
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6.4 When a PBG clieni is referred by or opens an account in another Client Center or 
Booking Center, additional new references are not required. The client's Pns'ate 
Banker in the referring jurisdiction must provide a wrinen internal introduction, 
supponed by a description of the existing relationship or other explanatory 
information about the client 

6.5 If a non-PBG client of Cihcotp (for example, a GCB customer) is transferred (not 
referred) to the PBG, a written internal reference with supporting documentation 
from the referring unit will satisfy the reference requirement as long as the 
referring unit confirms in writing that their KYC criteria have been met. 

7. Approvals. Upon the satisfactory completion of the above standards, a prospect, 
including yoin; account holders and related account holders, should be submitted by 
the Private Banker to his supervisor, and the Global Market Manager for the country 
where the client is domiciled, for approval. 

7. 1 If the domicile country of a cWeattJ account holder is not the same as the country 
in which the new cliendaccouru holder relationship will be opened (the Booking 
Center), the Booking Center Head (usually the Irrvestment Center Head) must 
also approve the acceptance of a client/ account at that location. 

7.2 Exception: For relaiionship/accounts opened in Switzerland or Luxembourg, the 
Market Region’s representative in Switzerland/Luxembourg for the prospect's 
domicile may approve the acceptance of the client/occoum holder in lieu of the 
Global Market Manager, 

For example: If a client whose domicile is Venezuela wants to establish a 
relationship in Chile, then the Venezuelan Global Market Manager and Chilean 
Booking Center Head must approve the acceptance of the client. If the same 
client opens an account in London, the Investment Center Head in London must 
also approve the opening of the London account. 

7.3 During periods of absence or unavailability, a Globa! Market Manager or 
Booking Center Head/ Investment Center Head may temporarily delegate 
approval authority. 

8. Prospects cannot be accepted if they are govemmenB, individuals, entities, or those 
acting on their behalf, whose name or business appears on the list of Specially 
Designated Nationals (SDN) promulgated by the Office of Foreign Assets Control 
(OFAC) or who are prohibited by U.S. sanctions. 

8.1 Market Region Heads must establish an ongoing process to ensure that 
cliemsJaccount holders are not on the SDN list, which is revised from time to 
time, as well as a process to prevent or block cXietaisI account holders from 
transacting with entities or individuals on the SDN list or prohibited by U.S. 
sanctions. 


'Know Your Client' Policy 
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Approval Policy for Public Figures 

A public figure is a government official, senior executive of a government ouned 
corporation, militaiy officer, politician or related family member or close associate of the 
public figure. This definition includes any individual who occupies, recently occupied, 
advises, or is actively seeking or is being considered for a senior position in the 
govemmenu political process, or government owned coiporarion, or military of a country, 
state, or municipality. Market Region Heads may decide to broaden the definition of a 
public figure to include individuals with high public profiles. 

Minimum Standards for Public Figures 

9 . For accounts opened after September 30, 1997, the Private Banker is responsible for 
identifi'ing prospects are public figures to the PBG officers who must approve 
acceptance per Standard 7. Additionally, prospects who are public figures must be 
identified to the Market Region Head for the prospect’s domicile for approval prior 
to acceptance, or m the case of existing clients/ account holders, when the 
client/account holder becomes a public figure. 

9. 1 A public figure will be accepted as a clitntlaccount holder of a secrecy 
jurisdiction only if the c iienx/ account holder has autfaoriaed disclosure of diem 
information to the extent necessary to obtain the required approvals per 
Standards 9-12. 

Note: Public figure clients accepted after September 30, 1997 may not be 
isolators. 

9.2 The Opening Diary Note (ODN) mtist clearly describe the circumstances that 
makes a prospect a public figure. 

10. In addition to approvals required by Standards 7 and 9, the Private Banker must 
notify the following for public figures prior to acceptance. 

10.1 For DOn-U.S. prospects or clients; the Country Corporate Officer for the 
Booking Center's country. 

1 0.2 For U.S. prospects or clients: the Corporate State Officer for the state where 
the account is booked 

10.3 The Market Region Head for the Booking Center (if different ftom the 
prospect’s domicile). 

1 1 . After acceptance, the Global Market Manager will ensure that the names of public 
figures for his country are reviewed annually, or as events dictate necessary, by the 
PBG Regional Compliance and Control Office. 


'Kaow Your Client' Policy 
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12. After acceptance as a public figure client, the PBG Group Executive, in consultation 
with the Market Region Head representing the client s domicile and the Market 
Region Head of any Booking Center where the client holds PBG accounts v.i!l 
review the existing public figures annual ly, or as events dictate necessary, to idenufi 
and analvze changes in client status and relationship with the PBG in order to 

1 2. 1 Ensure that the retention of existing public figures continues to be appropriate 

12.2 Approve the PBG’s termination of a relationship 

12.5 In the event that the PBG files a Suspicious Activiry Repon (per Standards 48 
and 49) vvith regard to a public figure client, the PBG Group Executive and 
relevant Market Region Heads shall be advised promptly and a review per this 
Standard initiated. 


Approval Policy for Special Name Accounts 

A Special Name account is an account using a pseudonym or number established as an 
accommedation for a zlitnxi account holder. Special Name accounts should not be 
marketed as a core PBG service and will only be permitted in the case where a 
client/'account holder has legitimate reasons to request this service (for example, personal 
secunty, or concerns about undesirable publicity). In considering whether to approve a 
client’s/account holder’s request for a Special Name account, consideration should be 
given to whether such accounts are customary market practice in the location where the 
account will be held. 


Minimum Standards for Special Name accounts 

13. For accounts opened after September 30, 1997, except as provided in Standard 13.1. 
clients requesting a Special Name account must authorize disclosure of client 
uifonnation to the extent necessary to obtain the approvals required by this policy 
and Standard 7. 

13.1 If an account is being established in Switzerland or Luxembourg, the market 
region's designated representative in Switzerland or Luxembourg of the 
prospect’s or client’s domicile may approve the opening of the Special Name 
account in lieu of obtaining the approval of the Global Market Manager for the 
client’s domicile. 

13.2 Rhe Opening Diary Note must clearly describe why the account should be 
given a Special Name. (For Example; For personal safety reasons, the client 
wants additional confidentiality.) 

14. The laws of the country where the account is located must not prevent the use of 
Special Name accounts. 


‘Know Your Clicni’ Policy 
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! 5. The Private Banker must advise a client/account holder, in wiiring, that 

15.1 The use of a Special Name account provides only limited rights 

Example: omission of a client's or account holder's name during internal 
dealings between en^ioyees who have no need to know- the cheat's name, 

1 5.2 The real name of the owner(s) of the account must be maintained on Sle at the 
location where each account is held, but may be kept separate from the 
account profile and files. 

15.3 The Bank will release account information, including the identity of the 
account oumer, as required by law. 

1 6. A client s/accouni holder 's written consent to the disclosures required fay this policy 
must be obtained as part of the account opening documentation, or at any tune that 
an account is changed to Special Name status. 

1 7. The Private Banker must maintain a record of adl Special Name accounts held by a 
client. 

IS. After acceptance, the Global Market Manage, for the client’s domicile will 

15.1 Ensure that the Special Name accounts arc reviewed annually, or as events 
dictate necessary, by the PBG Regional Compliance and Control Office. 

18.1.1 For accounts opened after September 30, 1997 in Switzerland and 
Luxembourg, the review can be done fay the Local Compliance and 
Control Office. 

18.1.2 For accounts opened on or prior to September 30, 1997, if the client 
has not authorized disclosure of the account outside the Booking 
Center and the Client Center, the compliance review can be done by 
the Local Compliance and Control Office. 

1 9. The Global Market Manager will review the Special Name accounts annually, or as 
events dictate necessary to identify and analyze changes in client status and 
relationship with the PBG, in order to 

19.1 Ensure that the retention of existing clients continues to be appropriate 
! 9.2 Approve the PBG's termination of the relationship of a client 

1 9.3 If the PBG files a Suspicious Acnvity Report per Standards 48 or 49 with 
regard to a Special Name account, the Market Region Head for the client’s 
domicile and the Booking Center (if different) shall be advised promptly and a 
review of the ciient/account holder per standard 1 9 initiated. 

20. In the case of Special Name accounts in Switzerland, the market region’s Swiss 
representative for the client’s domicile may fulfil! Standard 19 and the EMEA Market 
Region Head will fulfill Standard 19B. In Luxembourg, the Country Corporate 
Officer will fulfill Standard 19, including 19.3, 
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Approval Policy for Employee Accounts 

An Employee account is an account for a PBG employee or a relative of a PBG 
employee. An employee may not book accounts in a secrecy junsdiction that is not his 
home country, unless he has signed a disclosure authorization. 


Minimum Standards for Employee Accounts 

21. The Private Banker is responsible for identifying accounts of PBG employees or 
relatives of PBG employees when requesting his supervisor’s and Global Market 
Manager and/or Investment Center Head approval per Standard 7 prior to 
acceptance. 

21.1 The Opening Diary Note must clearly describe why the account should be 
accepted by the PBG. 

22. To avoid any potential conflict of interest, PBG employee accounts must be 
administered by a Pnvate Banker not related to the account holder. 

22.1 A PBG employee may not in any way influence the activity of his accounts and 
those of his relatives. 

23. .After acceptance, the Global Market Manager will report the names of accounts of 
employees or relatives of PBG emplovees to the PBG Local Compliance and Control 
Office. 

24. .After acceptance, the Global Market Manager will review annually the accounts of 
PBG employees and of relatives of PBG employees to identify and analyze changes 
in client status in order to 

24.1 Ensure that the retention of exisung clienxs/account holders continues to be 
appropriate 

24.2 Approve the change of status of PBG employees and relatives of PBG 
employees, and/or the PBG’s termination of a relationship. 


Approval Policy for Non-Target Market Clients 


Minimum Standards— Non-Target Market Clients 

25. For accounts opened after September 30, 1997, the Private Banker will identify noti- 
targer market cliems/accoaw holders when requesting his supervisor's and Global 
Market Manager s approval to acceptance. 

25.1 The Opening Diary Note must clearly describe why this account should be 
accepted by the PBG. 

26. [reserved; 

27. The Global Market Manager will review annually the noD-iarget market clienu/ 
account holders to ensure that their retention continues to be appropriate. 
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Approval Policy for Money Manager Accounts 

As the tenn will be ed here. Money Managers are PBG client who manage fcnds for 
other individuals or entities. These individuals'entitics are clients of the Money Manager 
and Beneficial Owners of funds the Money Manager deposits or invests with or through 
the PBG- The ‘Know Your Client’ requirements that are ^plicable for Money Managers 
have a different set of standards. 

This policy does not apply to Money A/onagers/Snaneial advisors who manage client 
relationships (on a discretionary or non-discretionaiy basis) where the PBG account is 
held in the name of the Beneficial Owner rather than the Money Manager. In such cases, 
the cliem/'oecoum holder, instead of the financial advisor or Money Manager, requires a 
full profile. 

Minimum Standards for Money Manager Accounts 

28. Effective December 31, 1997 (except as provided in Standard 29), Money Managers 
are fully subject to the minim um standards of PBG’s ‘Know Your Client' policy, 
including the additional standards here (Standards 28 - 30). 

28.1 The Opening Diary Note must clearly describe why the account should be 
accepted by the PBG. 

28.2 Tne Money Manager must provide adequate written assurances that his clients 
are reputable and evidence that he has a KYC process in place that is sufficient 
to meet the siandards/guidelines to be issued by PBG Group Compliance and 
Control. 

28.2.1 The Money Manager must agree that it will pennit the PBG to 
periodically review and test its KYC process and, on request, will 
provide any infoitnation necessary to assure the PBG of the adequacy 
of the KYC process. 

28.3 In cases where a Money Manager establishes an account(s) with the PBG in the 
Money Maruiger'% name or in a company or oihst Special Name account, if the 
account represents the funds of a single individual or a group of related parties 
(e.g., family group), then 

28.3.1 The identity of the beneficial owner of the funds must be disclosed the 
to the PBG, and 

28.3.2 The Money Manager must provide a partial profile on the beneficial 
owner. 

28.4 In cases wdiere a Money Manager establishes an omnibus account - an account 
combining the funds of two or more unrelated parties — the Money Manager 
must provide to the PBG the name and primary residence address on each 
beneficial owner whose funds are held in the omnibus account to the PBG so 
that the PBG may review the names for SDNs (per Standard 8). 
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28.4.1 The Money Manager must agree that once the account is established, 
he Vrill promptly notify the PBG of the addition of new benencial 
owners and provide the name and address. 

28.4.2 Information on the identity of clients of the Money Manager must be 
maintained on file at the Booking Center but may be kept separate (in a 
confidential file) from the Money Manager s KYC profile. 

29. For Money Manager accounts opened on or before December 31. 1997, Standard 28 
(except for 28.1 ) and Standard 32 must be met by March 31, 1998. 

30. In addition to the approval requirements in Standard 7, for accounts of Money- 
Managers opened after December 31, 1997, prior to the acceptance of a new Money 
Manager relationship, the approval of the Market Region Head for the Money 
Manager 's domicile is required. 

-'1. If a relationship with a new Money Manager is being established in Switzerland, the 
market region’s Swiss representative for the Money Manager's domicile and the 
EMEA Market Region Head may approve the opening of the relationship. In 
Luxembourg, the Country Corporate Officer may approve the opening of the 
relationship in lieu of the Market Region Head. 

32. After acceptance, the Market Region Head, or in Luxembourg, the Country 
Corporate Officer will perform annually a due diligence review of Money Managers 
to ensure that 

32.1 The Money Managers provide adequate written assurances that they continue 
to enforce acceptable KYC processes and that KYC infomiation on each of 
their clients is updated 

32.2 Retention of existing clients continues to be appropriate. 
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CLIENT PROFILE POLICY 

A profile represents the primarj- information that 'oaintained on a ciienp'account holder 
or associated individtiai or entity. It is a dynairn. document that wll be amplified as 
knowledge of a dienl/accouni AoWer/associaies grows. 

■All elements of the Client Acceptance Policy must be documented prior to accepting the 
ciient/accouw holder or associated individuals or entities and to opening the account. 
Five more elements (Standards 35-39) must be addressed to establish a full profile. 

Tne PBG will develop a revised global profile forma: in conjunction with the new from 
end synem. Information on existing difossl account holders will be transferred to the new 
format as the new system is implemented. In the meantime, each Market Region will 
establish formats to be used to profile clients/account holders with accounts in the region. 

33. English will be the official language for recording profile information required by the 
‘Know Your Client' policy. Background data that supports the profile does not need 
to be in English. 

33.1 From the date of the approval of this policy, informanon on all new clients/ 
account holders or associated individuals or entities must be recorded in 
English. 

33.2 For existing zXiastslaccount holders, information in other languages must be 
translated into English. At the latest, the translation must be completed during 
the conversion phase to the newly automated profile format. 

34 .A full profile must be prepared by the Private Banker within 60 days of 
client/nccotiw holder acceptance and approved by his supervisor. 

34.1 If the profile is not completed in 60 days, the Global Market Manager or 
Investment Center Head must approve all transactions on an exception process 
basis. 

34.2 For accounts opened after September 30. 1997, if the profile is not available 
within 120 days of client acceptance, the account must be terminated. 

Minimum Standards - Ongoing Client Profile Requirements 

35. Transaction Profile. A brief summary of the anticipated account usage must be 
documented and updated annually, or more fr-equently if the reiauonship or 
anticipated account usage changes significantly. 

35.1 The transaction information must be recorded for each account holder and will 
be recorded in the client profile at the client level. Money Managers 
establishing accounts pursuant to Standard 28 will be considered the account 
holders for purposes of this Standard. 
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35.2 The PGB has esubiished ‘noimal’ monthly transactional aacouni acuvin- a-s 
follows; increases and decreases of 10% of an account holder s total assets and 
up to 5% outflow of the account holder 's assets. Anticipated activin’ outside 
of these parameters must be recorded in the transaction profile. 

hlate: This information will be used only as a point of reference when investigating 
the transaction trends of an account holder^ if required. (See the Transacuon 
Monitoring Policy below.) 

36. Client/Account Holder Stnicrure. The relationship of associated entities and 
individuals related to the chcttv account holder must be identified in the profile and 
include; 

36.1 Joint account holders and related account holders (individual and corporate) 

36.2 Authorised signers 

36.3 Directors and officers of non-Citicorp managed vehicles that maintain accounts 
at Citicorp 

36.4 Any other individuals relevant to the relanonship. 

37. Financial Summary. A client’s maximum potentiai should be evaluated. If the 
financial summary is estimated, it must be amplified as the relationship develops. 
The s umm ary must include an estimate of a client’s total assets, total liabilities, net 
worth, and current income, both offshore and onshore. 

38. PBG Team Identification. All PBG contacts of a clicTit^accounl holder must be 
identified, including the 

38.1 Pnvate Banker 

38.2 Backup Pfivate Bankers and the Private Banker's local representative, where 
applicable 

38.3 Supervisois 

38.4 Service team support 

38.5 Internal product and service providers 

38.6 Any other employees significantly involved in the relationship. 

39. Other Citicorp Relationships. Infomiation on a client’s relationships with other 
(non-PBG) areas of Citicorp, to the extent known, must be described. 

40. [RESERVED] 

Profile Requirements 

41. Profile requirements are as follows; 

41.1 Clients require ajW/prq^/c. 

41.2 Related Account holders, whether individu^s, corporations, or vehicles, 
require a full profile. 

‘Kj^ow YourCiienf Policy 
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41.3 Jaim Account Haiders who are not nuclear family members require e partial 
profile A nuclear family member is a client’s spouse who does not have an 
mdepe; rnt source of wealth or a child who is under the age of 21 or of 
student saws. 

4 1 .4 Joint Account Holders who are a spouse with an iadependent source of wealth 
and/or a child over the age of 21 who is not a student require & partial profile. 

41.5 Joint Account Holders who are nuclear family members and do not meet the 
specifications in Standard 41,4 require Basic Information. 

41.6 Authorized Signers require Basic Information. They perform a variety of 
functions for clients. 

Examples: a secrcta.w who is authoriaed to transfer funds, a financial advisor 
who is authorized to make investment decisions, a lawyer who acts as an 
officer or director of a non-Citicotp managed vehicle, a non-Citicorp bank 
officer who directs a client's investments. 

41.7 Beneficial Owner 's infonnation required depends on the nature of the account. 
See Standard 2.3 for requirements on beneficial owners of PICs, trusts, and 
similar fiduciary vehicles. See Standard 28 for beneficial owners of Money 
Manager accounts. 

Other Profile Responsibilities 

42. The Private Banker will 

42.1 Complete call reports, which will be held in confidence, to record ongoing 
developments in a client relationship. 

42.2 Review and update client profiles whenever significant changes in activity, 
ownership, or public information about the client occur. 

43. .An annual review of profiles will be conducted by the Private Banker and ^proved 

by the Private Banker's supervisor. This review must be documented and dated. 

43.1 The projected transaction activity for each account holder must be reviewed 
annually in order to ensure accuracy and to substantiate exceptions. Subsequent 
updates to the expected transacuon profile require approval by the Private 
Banker's supervisor. 

44. Any deficiencies in the acceptance or ongoing profiling requirements for existing 

clients must be clearly dimensioned, targeted for resolution, and closely monitored 

until full compliance is achieved. 


Access to Profile Information 

45. Each Market Region Head must ensure that access to profile infonnation is in 
compliance with local laws and regulations, and is limited to persons with a need-to- 
know. Personnel presumed lo have a need-to-know include: 
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45. 1 The PBG relationship learn for the client 

45.2 Direct supen’isors 

45.3 Product and service providers, including investment finance and nsk managers, 
as needed 

45.4 Designated trust and/or private investment company officers who manage 
fiduaiaty vehicles for a client 

45.5 Authorized interna] auditors and internal legal counsel 

45.6 PBG Compliance and Control Officers 

45.7 PBG Risk Managers 

45.8 Additional persons authorized by the Market Region Head or Global Market 
Manager, as appropriate. 

46. Each Market Region Head will be responsible for maintaining adequate procedures 

to ensure that: 

46.1 Files or materials containing names, profiles, or other identifying information 
relating to account holders and beneficial owners of accounts, as required by 
Standards 17 (Special Home accounts), 28 (Money Manager accounts), and 2,3 
(Citicorp managed trusts, PiCs, or other vehicles), above, are maintained in a 
confidential manner and access to the files and information is available to 
authorized persons listed in Standard 45, on a need-to-know basis. 

46.2 The files and information described Standard 46.1 are available or retrievable, 
in each location where accounts of the entities mentioned are held or managed, 
in order to meet PBG ‘Know Your Client’ requirements. 

46.3 A PBG employee cannot access profile information or be allowed to update the 
list of those with access to profile information of the accounts of any of his 
relatives. 
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transaction monitorlng policy 

PBG employees must be aJen at all times to unusual or possibly suspicious account 
activity and be awaie of U.S., local government and PBG reporting requirements. The 
ultimate responsibility for monitoring client account activities is with the Private Banker, 
or his local representanve, as appropriate. 

Money laundering laws require financial instittitions to establish a transaction monitonng 
process. Employees who participate in monitoring transactions must undersond that 
“knowledge" includes the concepts of "willful blindness” and “conscious avoidance of 
knowledge.” Those employees whose suspicions are aroused, but then deliberately fail to 
make further inquiries, may be considered under the law to have the requisite 
“knowledge.” Employees who suspect money laundering should refer the maner to 
appropriate personnel as directed in Standards 48 and 49 of this policy. 

To avoid persons who seek to use Citibank for illicit purposes, the PBG is adopting a 
two-tiered approach. A detailed cansaction review process will be implemented for 
designated clients who may have a higher risk potential. PBG will also establish a set of 
parameters with mintrtiuni standa.'ds for addressing unusual fund movements in ail client 
accounts. Both levels of review will be supported by a process for investigating and 
reporting unusual trends to management and the Compliance and Control Office. This 
process will be established at the Booking Center level, following the standards below. 

The PBG's parameters for monitoring transaction activity will be based on an account 
holder's assets in a Booking Center. Increases and decreases in excess of 10% of an 
account holder's total assets in the Booking Center during the month will be identified. 
An account holder 's aggregate outgoing funis flows in excess of 5% of his assets in the 
Booking Center during the month will also be reported. Internal funds flows will not be 
monitored. 

For the purpose of tra nsac tion monitoring, the PBG will monitor activity at the account 
holder level, rather than the client level. For example, a husband is an account holder, a 
husband and wife are another account holder, a husband and a business partner are 
another account holder. 

Note. The PBG's parameters are defined as follows: 

• Assets - an account holder 's total investments and deposits within a given Booking 
Center. 

• Outgoing funds flows - funds transfers, cash transactions, checks, &ee payments 
and deliveries of securities, and Citibank branch check and cash activities within a 
given Booking Center to third parties, or between Booking Centers to any 
beneficiary, including the same zWmii account holder. 

• Internal funds flows - transactions between the accounts owned by the account 
holders within a given Booking Center. 

■ Know Your Client' Policy 
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Minimum Standards— Monitoring Process 

47. A consistent process for transaction monitoring must be established for each Boohng 
Center. PBG Regional Compliance and Control wll revieu- transaction momtonna 
procedures and test transaction monitoring from time to time. 

47.1 Higher risk clients. Each Booking Center (with support from Product .Areas) 
must maintain a list of clients to monitor closely, 

47.1.1 In considering names for this list, priority should be given to clients 
who: 

• Have frequent transactions of a high monetary amount 

• .Are in businesses with a higher potential for money laundering 
(see Citicorp Legal Desk Book) 

• Are public figures as defined by Standard 9 

• Request extreme confidennaJity 

47.1.2 The review process can be manual or automated (depending on system 
capabilities in each region): however, it must include a documented 
analysis of transactions for clients identified in 47.1.1. This can be 
accomplished by reviewing daily activity^ monthly statements, or 
comparable records. 

47.2 For all PBG eliems, the Private Banket or his local representative in a Booking 
Center, as appropriate, must determine the accouni holder 's initial historical 
assets based on the client’s previous three months’ closing balances. The initial 
historical assets will be determined from a system output. 

47.2.1 If an account holder does not have a three month history, the Private 
Banker or his local representative, as appropriate, must use the prior 
month’s end balance in U.S. Dollar or local currency equivalent. 

47.3 Once the initial asset level is established, the Private Banker or his local 
representative, as appropriate, will have the right to raise or lower the assets 
that will be monitored. 

Note: Adjustments in the assets may be due to anticipated increases or 
decreases in the account level. 

47.3.1 Changes in the assets must be documented and approved by the 
Private Banker's supervisor. 

47.4 The historical or adjusted assets will serve to monitor the account activity of 
the account holder. 

47.5 The system will generate a report that will match the historical/adjusled assets 
versus movements in assets during the month and outgoing funds flows. This 
repon will highlight a 1 0% deviation over/under the historicai/adjusted assets 
and a 5% deviation of ftmds outflow from the account during the month. 

Mote: These percentages may be adjusted by the Market Region Head with 
prior approval from the Regional Compliance and Control office. 
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47.6 Excqjuonj !o the established monitoring percentages for specific accoum 
holders require approval of the Global Market Martager and the PEG Regional 
Compliance and Control Officer, 

Note: All of the above refer to funds flows within a given Booking Center. 

Minimum Standards— Reporting 

48. The Private Banher or his local representative at the Booking Center must review and 
obtain his supervisor's and his Anti-Money Laundering Compliance Officer's 
(appointed pursuant to Standard 64) approval on the monthly reports that are 
generated by the system that highlights devianons in excess of the parameters ui 
Standard 47. 

48. 1 If an account holder has exceeded either the total asset or the outgoing funds 
flows parameters, then the Private Banker must document an explanation for 
the exception and sign the report, which must be sent to his Anti-Money 
Laundering Compliance Officer , with a copy maintained in the client’s file. 

48. 1 . 1 If the Private Banker requires additiona] information about a particular 
transaction or account holder, an investigation should continue until 
the Private Banker is satisfied. 

48.1.2 If the investigation cannot be concluded within 30 days, the Private 
Banker should notify' his supervisors and Anti-Money Laundering 
Compliance Officer of the situation. 

48.2 If a Privaie Banker detects suspicious account activities, as defined by 
Citicorp's Global Anti-Money Laundering Policy, he must immediately notify 
his supervisors and the Anti-Money Laundering Compliance Officer for 
further action. 

48.2. 1 All investigations must be concluded within 30 days. 

48.2.2 The Anti-Money Laundering Compliance Officer is responsible for 
reporting suspicious account acti'vities to outside authorities. 

49. The Market Region Head working with the Regional Compliance and Control Head 
must ensure that an independent unit is established at each Booking Center -within his 
region in order to provide the necessary support to: 

49.1 Receive the system output reports, distribute them to the respective Private 
Bankers, and ensure that the signed reports are returned 

49.2 Provide specific item investigations when required by the Private Bankers 

49.3 Identify account holders who repeatedly deviate from the set standards 

49.4 Monitor changes to the asset level 

49.5 Repon suspicious activity, as required, to management and the Anti-Money 
Laundering Compliance Officer (who is appointed pursuant to Standard 64). 
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49.5.1 Marke! Repor, Heads must ensmt that a siispicious transaction 
reporting procedure satisfactory to PBG Regional Compliance and 
Control IS established to provide for timely reporting of transactions to 
manag ement and the relevant Anti-Money Laundering Compliance 
Officer so that a Suspicious Accviiy Report (SAR) is submitted to the 
proper authorities as applicable. 

49.5.2 Market Region Heads must ensure that a process is established so that 
copies of all PBG Suspicious Activity Repoits are sent on a monthly 
basis to Citicorp’s Investigation and Potential Loss Department (IPL) 

49.5.5 Non-U.S. PBG businesses are expeaed to have policies and 
procedures to comply with any local reporting requirements. 


Monitoring of Cash Transactions 


Reportir.g Cash Transacnons 

50. Market Region Heads must establish procedures to monitor cash transactions in their 
region as required b> U.S. or local law. 

50.1 To ensure compliance with U.S. or local record keeping and/or reporting 
requirements. Market Region Heads must have procedures for 

50.1.1 Recording and/or reporting cash transactions as required by U.S. or 
local law 

50.1.2. Developing and implementing methods of monitoring cash 
transactions. 

50.2 Booking Centers that effect transactions involving currency, including 
deposits, withdrawals, exchanges, check cashing, and purchases of instruments, 
must record ail transaciions in excess of U.S.S 10,000 or its local currency 
equivalent subject to Standard 51.1 below. 

50.2.1 Booking Centers must comply with local laws that set a lower 
recording threshold. 

Monitoring for Struaurin^ 

StrucTuring occurs whenever a client/account holder breaks down transactions below 
cen^ dollar or other currency amounts to cv^de a reporting requirement (510,000 in 
the U.S.) or to avoid detection. In the U.S., structuring is illegal even if the funds arc 
legitimately derived, and scrucniring wherever it occurs is a sign of possible money 
laundering. 

51. Market Region Heads must establish ^prapriatc methods for moiutorii^ client/ 
account holder transactions in their region to detect cash transactions that are actual 
or attempted structuring. 
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51.1 Booking Centers outside the U-S. may obtain approval to adopt a threshold 
amount higher than $10,000 or the equivalent for recording, repordng, and/or 
monitoring after taking into account local law, the cash nature of the local 
economy, and the money laundenng risks inherent in such transactions in their 
country, subject to approval requirements set forth in this section and 
Citicorp’s Global Anti-Money Laundering Policy. 

5 1 .2 Market Region Heads seeking to adopt a threshold amount higher than S 1 0.000 
must have the approval of PBG Group Legal Counsel and the PBG Group 
Compliance Officer, who must consult with the Litigation Unit of Legal 
Affairs prior to approval. 

Record Retention Requirements 

52. .All documents listed below must be maintained by Booking Censers for at least five 
vears unless local law or the Citicorp policy on document retention specifies a longer 
period: 

52.1 Client/account holder profiles or when appropriate, Due Diligence 
confirmations, (upon compieuon of the annual review process) and any other 
relevant informahon about a client, including information concerning 
beneficial o\mer(s} of the accounts 

52.2 Transaction monitoring records 

52.3 Suspicious Activity Reports with supporting documentation 

52.4 Records of all formal training conducted which include the names, levels, and 
business units of attendees, and dates and location of the training 

52.5 Any other documents required to be retained under U.S. or local money 
laundering laws. 

Training 

53. The PBG University must conduct formal anti-money laundering training programs 
for Private Banken and service staff, at a minimum. The training will include ' 

53.1 Programs on U.S. and local anti-money laundering laws and on recent trends in 
money laundering 

53.2 Bank policies and procedures to combat money laundering, including how to 
recognize and report suspicious transactions. 

54. The PBG University will establish procedures for determining the training and which 
personnel must be trained commensurate with their money laundering risk 
assessment 

55. The PBG University will maintain records of all formal training conducted. The 
records will include the attendees' names, levels, and business units, and the dates 
and locations of the training. 
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POLICY ON ROLES AND RESPONSIBILITIES 


The' officer wth the primarv responsibility for a dient/account holder, the Private Banker, 
has the responsibility for fuifiliing the PBG ’Know Your Client' process. Product and 
service providers should not have primary responsibility for this process, unless the) are 
designated as the primary contact. Transacnons with a client may not occur without first 
ascertainmg that the 'Know Your Client' process has been completed satisfactorily. 

Minimum Standards - Roles and Responsibilities 

56. Tne Global Market Manager for the client's domicile must ensure that each 
clienuaccount holder is assigned a Private Banker or another pnmary contact who is 
responsible for fulfilling the ‘Know Your Client’ process. 

57. Every' clienbaccount holder must have an officer responsible for the 'Know y our 
Client' process assigned as his Private Banker. 

57.1 If a product or service provider is die primary contact, then he may be 
designated as the “Privaie Banker” by the Market Region Head and relevant 
Global Product Mannger, and will have the responsibility to fulfill the ‘Know 
Your Client' role. 

For example: If the primary relationship is with the Global Real Estate 
Invesnnem Unit or Global Investment Advisory Unit, then the client's pnmary 
contact in the unit may serve as the “Private Banker” responsible for ‘Know 
Your Client' policy. 

58. The Private Banker has the responsibility to advise product and service providers on 
the PBG contact team (see Standard 38) on a timely basis of any significant 
information that affects the relanonsbip. 

58.1 PBG Product and service providers, the Private Banker’s local representative, 
and any other members of the PBG contact team {see Standaid 38) have the 
responsibility to provide the Pnvate Banker with any material inforaiation that 
they leam about a client while providing products or services, and vice versa. 

58.2 Procedures must be adopted to ensure that this process is defined and followed. 

59. PBG Product and service provider organizations must adopt standards and 
procedures that address the extent to which they need to access and review 'Know 
Your Client' information, taking into consideration 

59.1 The nature and extent of a client contaa 

59.2 The legal and regulatory backgroundfrequirements of the organization, 
particularly applicable Anti-Money Laundering requirements 

59.3 The jurisdiction providing the product or service 
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59.4 Where credit exposure exists, the credit and related risks involved. iTor 
example, in certain jurisdictions such as the L.S., assets of money laundercrs. 
including collateral, may be subject to seizure and forfeiture.) 

59.5 The quanfity/quaJity of information available where the client has not 
authorized fiill disclosure of information on accounts held at all PBG Booking 
Centers (for example, where a client does not waive secrecy jurisdiction 
rights). 

60. K\ a minimum, all PBG product and service providers who do not have required 
‘Know Your Client’ infonnation must obtain a current 'Know Your Client' Due 
Diligence Confirmation in the form of Appendix B or Appendix C for PICs, trusts. 
fiduciary vehicles and their Beneficial Owners, or in the form of Appendix F for 
other clients/occounr holders. 

60.1 PBG Product and service providen may rely on such a confirmation to satisfy 
the minimum standard (mstead of a fiill profile) if the legal vehicle and 
sovereign jurisdiction of the primary client relationship and the oroduct or 
service provider are the same. 

60.1.1 If the product and service providcis are located in a different legal 
vehicle and/or jurisdiction, the laws and policies of the jurisdiction that 
would receive the confirmation will determine whether or not 
confirmation is acceptable as an alternative to ‘Know Your Client’ 
information. 

60.2 PBG entities managing or administering fiduciary vehicles in secrecy 
jurisdictions may issue a ‘Know Your Client’ Due Diligence Confirmation in 
the form of Appendix B only in cases where the client has authorized 
disclosure of information (waived applicable secrecy rights). 

6 ! . The 'Know Your Client' Due Diligence Confirmation; 

61.1 Will be issued only if a client or Beneficial Owner profile meets the minimum 
standards of client acceptance and client profiling of this "Know Your Client' 
Policy 

61 .2 Must be reviewed and updated annually by the Private Banker 

61 .3 Must be signed by the head of the PBG entity that manages or administers the 
PBG managed PIC, must, or fiduciary vehicle, and by the Global Market 
Marmger or Client Center Manager for other clients/accoan/ holders. 

62. If an operating unit has been audited or self-rated and “Major Risks” related to 
‘Know Your Client’ documentation or transaction monitoring have been identified, 
then 

62. 1 That unit cannot issue Due Diligence Confirmations until approval is given by 
the PBG Regional Compliance and Control Office. 

62.2 Profiles must be obtained until the unit resolves its outstanding issues. 
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63. For clients/flccoaw holders/Beneficia! Owners -who have authorized clieni 
information disclosure, if confirmation is considered insufficient, then the product 
and service providers may request a copy of a client’ s/accoims holder ' sIBenefiaal 
Owners ‘Know Your Client' profile. Additionally, product and service providers 
may request a copy of the ‘Know Your aieni' profile if: 

63.1 Required by Citicorp or PBG policy, the regulatory authorities, or the 
jurisdiction providing the product or service 

63.2 The providers believe that a copy of this information will enhance ihetr 
delivery capability. 

64. Anti-Money Laundering Compliance Officers. Each Booking Cemer/CUent 
Center, in consultation with the PBG Regional Compliance and Control Office, must 
designate an Anti-Money Laundering Compliance Officer who will interface with 
regulatory authorities on issues related to money laundering. 

64.1 The Anti-Money Laundering Compliance Officer must be contacted to report 
suspicious client activities tracked from the ‘Know Your Client’ process. 

64.2 A responsibility of the Anti-Money Laundering Compliance Officer, along 
with Private Bankers and management, is to report these activities to local 
legal and regulatory authoriues. 

64.3 Group Compliance and Control will appoint a Regional Anti Money 
Laundering Officer for each Market Region. 

65. The Regional Compliance and Control Office must conduct annually an assessment 
of the market region's anti-money laundering policies and procedures to provide 
reasonable assurance that the compliance program continues to function effectively. 

65. 1 The assessment process must mclude testing and analysis. 
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EXCEPTIONS FROM MINIMUM STANDARDS 


On occasion, there will be a need to approve exceptions for a given client. 

Any and all exceptions to this policy for new or existing clients must be documented bv 
the Pnvate Banker and approved by the Markei Region Head, and the Regional 
Compliance and Control Head representing the prospect’s or client's country. 

Exceptions must be kept to a minimum. 


DEVIATIONS FROM MINIMUM STANDARDS 

.^y deviations requested for a significant number of clients or an entire business 
(Booking Center/Inveswient Center) or Market Region from the minimum standards must 
be documented and require the approval of the PBG Group Head, the Group Compliance 
Officer, and the Group Legal Counsel. 
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Appendix A 

Identification Documents 


Acceptable forms of Identification 

1 . Passport with photo 

2. National ID Card with photo 

5. Resident's ID (if status equai to Nauonal ID) 

4. Driver’s License with photo 

5 . Anned Forces ID with photo 

Unacceptable forms of Ideatificatioo 

6. Birth Cerdficaic 

7. Provisional Driver’s License 
S, Credit Ca^ 

9. Student ID 

For 2 corporation, the following documents are required 

1 0. Certificate of incorporation or registration, or its equivalent 

1 1 . Articles of mcorporatioru charier and by-laws, or their equivaleni 

12. Corporate Resoludoc. 

1 3 . Good Standing Certificate, or equivalent if available in the jurisdiction where the 
corporation was formed, if the corporation has been formed more than one year 
before the date of account opening. 

For other business entities, documentation will include formation documents and 
documents designating persons authorized to act on behalf of the ennt>', c.g., partnership 
agreements, incorporated association charter, trust agreement. 


’Know Your Client’ Policy 

©Copynght 1997, CinbankRA. All nghtt reserved imemal Use only September 19, 1997 26 


1032 



TX£ crrsMMx f«vA.rea*Mc 


Appendix B 

Confirmation of Due Diligence and Profile Procedures for 
Beneficial Owners of PBG Managed Fiduciar}' Vehicles 
Opened after September 30, 199" 

To: [Bookiag Cecttr for Fiduciary Veijicle’s Accoam e.g,. Citibaiii;:. KA. 

London.] 

From. Trustee cr mar.a|ed fiduciary (e g., Ciotmst (Cayroaa) Ltd.) vehicle directors 

or officers 

Re: [Flducjary Vehicle Name) 


We confuTD that we have in our files informwion concemiag the true ideamy of the beneficial ownerfs) of 
the referenced vehicle, for which we serve as Tnisiees or Admoiistrarors. 

W'e ftrther confirm that we have complied with Ciu^urp corporate policies to prevent money-iaunderm^ 
wrii respect to the referenced vehicle above and its beneficial owners. In partictilir we represent that we 
hold in our files coafirmation resuiting from oui own due diiigeoce or from Private Bank staff refemng 
this account (Referral Party) of the foilowmg: 

1. Steps have b«rr taken to confirm the true ideority of the beneficial owneifs) of the vehicle and copies 
of acceptable identifieanon documents are held m our files. 

2. inquiries as to the nature of the beneficial owner's busmess and associanons have been made and we 
or the Referral Party have sufficient mformarioo to judge the beneficial owner(s) to be rqjutabie and 
have ao reason to suspect the beneficial owner of money*laundenng or other criminal activities. 

3. We or the Referral Party have identified a legmmaie source of funds to be credited to the accounts, or 
used to fund current or imminent mnsamoos with you, and a source of wealth which reasonably 
accounts for the amount and compcsinoD of those funds. 

We also coofirtn that; 

1 We will monitor, so far as reasonably practicable and for as long as the vehicle is managed or 
administered by this office, the aaivtty on d»e account'transacrions with you and the vehicle's and 
beneficial owner's business and associations, and will notify you if we have any suspicions relating to 
moQcy-launderiag or otiier cnminii acnvitics. 

2, We have complied and will continue to comply with aJI local, legal, and regulatory requirements 
applying to the above^amed at our offices, and 

3 Full profiles relaang to the above-named vehicle and beneficial ownerfs) ibertof are maintained at this 
office aod they meet the ominium standards of the PBG ‘Know Your Client’ Policy, mciuding 
mformation supporong the statements in this ieser. 

4. 1 will give you access to any infonnatioa you require for compliance with legal and regulatory ‘Know 
YourCUrar requirements, 

Siganed: pate: 

Name and Title (Fiduciary Vehicle Direnor or Officer) 

Signed: Date; 

Name and Title (Head of PBG entity) 


‘Know Your Client' Policy 
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Appendix C 

Confirmation of Due Diligence and Profile Procedures for 
Beneficial Owners of PBG Managed Fiduciar}- Vehicles 
Opened on or before September 30, 1997 

To: [Booking Center for Ficuciary Vdiicle's Account e.g., Citibarik. N.A. 

London.] 

From: Tnistee or tnanaged fiduciary [e.g., Cintrust (Cayman) Lt:d.] vehicle dii^ctors 

or officers 

Re: [Fiduciary Vehicle Name} 

We confmn that we have in our flies mformatioa conccmiag the true identity of the beneficial owneris) of 
the referenced vehicle, for which we serve as Trustees or Adminisuators. 

We further confirm tha: we have complied with Citicorp corporate policies to prevent money-laundering 
wnh respect to the referenced vehicle .oove and its beneficial owners. Ic particuiar we represent that we 
hold in our files confirmanon (from our own due diligence or from Private Bank staff referring this account 
fReferrai Parry)) of the following: 

1 Steps have been taken to confirm the true identity of the beneficial ownerfs) of the vebteic and copies 
of acceptable idennficanoc documents are held in our files. 

2. Inquiries as to the nuure of the beneficial owner's business and associahoos have been made and we 
or the Referral Party have sufficient information to judge the bcaeficia! ownerfs) to be reputable and 
have DO reason to suspect the beneficial owner of money-lauadcrmi or other cninmal aaivities. 

3. We or the Referral Parry have identified a iegiumam source of funds to be credited to the accounts, or 
used to fitnd current or immineni transacnons with you, and a source of wealth which reasonably 
accounts for the amount and composinon of those funds. 

We also confirrn that; 

1 W'e will monitor, so fa* as reasonably pmcocable and for as long as the fiduciary vehicle, is managed 
Of administered by this office, the activiiy on the ascoustnransactioiis with you and the vehicle's and 
beneficial owDehs)'s business and associaooss, and will aoii^' you if we have any suspicions reiaiuig 
to money-laundering or other criminal activnies. 

2. We have eompiied and will continue to comply with all locai. legal, and regulatory requirements 
appiying to the above-named, 

3. Full profiles relating to the above-named vehicle and beneficial ownerfs) thereof are maimain'ed at friis 
office and they meet the minimum standards of the PBC ‘Know Your Client' Policy, including' 
information supporting the statements in this letter. 

■1. I will give you access to any information you require for compliance with legal and regulatory ’Know 
Your Client’ requuemeocs that can be lawfully diseased to you. 

Signed: E)aie: 

Manic and Title (Fiduciary Vehicle Director or Officer) 

Signed: Date: 

Name and Tit!e_ (Head of PBG entity) 


‘Know Your Client’ Policy 
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I. Past and/or Present Wealth 

generated from business Descnpuon aad narure of the business and its opcrattons'' 

ownership Percent ownership? 

Percent and names of other owners? 

Estimated sales volume? 

Estimated net income? 

How long in business? 

How was die business established? 

Market penetraaon? 

Primaiy trade areas? 

Numocr of employees? 

Significant paients/inventions? 

Number of iocahons? 

License agreements? 

Is the company publicly ti^ed? 

Significant revenues government conoacts or 
lieseses? 


Compensation? 

What does the company do: manufacturer? service? 
Position held: President? CFO? 

Length of time with company? 

Area of expertise; finance? production? 

Publicly or privately owned? 

Client’s past experience: CFO with another company? 
Shaie/opti«t ownership? 

3. Past and/or Present Wealth 

was through i&beriUnce How was the original wealth created? 

In what business was the wealth generated? 
lahcnied from whom? 

Type of asset inherited: land? secuities? company? trusts? 
When were the assets iaberited? 

How much was inhenicd? 

Any history since inhentance, such as current occupation? 
Percent ownenhip? 


2. Past tnd/or Present Wealth 
derived from being a top 
ejecutive 
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Appeodix D 

Sources of Wealth Continued 
Sample Questions 


4. Past and/or Present Wealth 
generated from a Professional 
Occupation or as a Public 
Figure 

For example: physician, lawyer, 
politician, govertunent official, 
military officer, or other public figures, 
denusu engineer, sports professional. 
ent'Tainer, etc. 

5. Past and/or Present Wealth 
generated through 
investments 

Someone who buys and sells assets of 
any rype. For example: real estate, 
sccanties, companies, royalties, 
patents, mvennons. franchtses, etc. 


What is the profession, including area of specialty'’ 
Source of weaitii: lawyer who derived wealth from real 
estate? doaor from running clinics? etc. 

If a public figure, describe in detail the bacieground of the 
clienr was he elected or appointed, number of years in 
office, reputation, etc. 


Where did the source of wealth originate? 

What did/do they invest in; real estate? stock market? etc. 
Size of investment? 

Cite notable public transactions, if any 

What is the client’s role in transaction: takes positions in or 
buys companies and turns them around? middle man? etc. 
Estimated annual mcotne/capital appreciation? 

How long has he been an investor? 
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Appendix E 
Sources of Funds 
Statement Examples 


I. Source of fuads at the opeaing of a relationship 

At the opening of the relationship, the source of funds should be toell documented. The 
following types of information should be specified: 

1 , Source of funds, such as cash, sale of securities, real estate, etc. 

2, Type of transfer - wire, personal check, cashiers’ cheek, etc. 

3, Date of transfer - actual or anticipated 

4, Amou-nt to be transfeired 

5, Drawee or Admitting Bank 

6, By order party, if other than client/account holder 

7, Any other references or identifying details 

Sample: Source of funds statement 

Mr. Client/ Account Holder indicated that he has sold shares in IBM and will be wiring 
$750,000 from Merrill Lynch on January 10, 1997. 

n. Source of funds after the relationship has been opened 

Cal! reports should be used during the course of the relationship to document the source 
of significant funds inflow. Items 1-7 above should be considered when documenting 
where the funds originated. 

Sample: Source of funds statement 

Mr. Client/ Account Holder has recently sold his franchise rights to his local ice cream 
business for approximately SIMM. He has wired $500,000 to New York to increase his 
investment portfolio. 
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Appendix F 

Confirmation of Due Diligence and Client Profile Procedures 

To: [Booking Center/Product or Service Provider 

e.g.. Citibank, N.A. London.] 

From: [Pnvate Banker for Client] 

Re: [Client Account Folder Name], [Reference Number], [Reference Number 

aione (for clients referred on an •anonymous" basis)] 

Copfirmatiop of Due Diltgence and Client Profile Procedures 

I confinn that I have complied widi Citicorp corporate policies to prevent money-laundermg with respect 

to the ciient/account holder referred to above. In particular. I confirm than 

P I have taken steps to confirm the true identity of the client/account holder (and where appropriate the 
true beneficial owners thereof) and hold copies of an acceptable identificarion document on file; 

2*’ . I have made inquines as to die u^rure of the client’s/account holder's business and associations and 
have sufficient information to judge the client'account holder to be reputable; I have no reason to 
suspect the client/account holder of money-laundermg or other crifflisaJ activiries; 

3^ I have identified a legitimate source of funds to be credited to the accounts, or used to fund current or 
unminem transacnons with you. and a source of weahh which reasonably accounts for the amount and 
composition of those funds; 

d** 1 will conrinue to monitor, so far as reasonably practicable and for as long as the ciient/account bolder 
mainums a primary reianonship with me. the activi^ on the aecount/transaaions with you and the 
client’Vaccount holder’s business and associations, and will notify you if I have any suspicions 
relating to money-laundering or other enreinal activities to the ement this informarion can be lawfiilly 
disclosed to you: 

5? I have complied and will contmue to comply with all local, legal, and regulatory requirements 
applying to any accounts of the above-named client that are maintained at this office; 

6? I confirm that a client profile, relahng to the above-named client is maintained at this office and that it 
meets the minimum standards of the PBG *Kaow Your Client’ Policy, including information 
supporting the suitements in this letter, and 

7'’ I will give you access to any mfortnation you require for compliance with legal and regulatory ‘Know 
Your Client’ requirements that can lawfully be disclosed to you. 

Signed: Date: 


Name and Title (Pnvate Banker) 

Signed: Date: 

Name and Title (Global Market Manager or Client Center Manager) 


‘Know Your Client’ Policy 

® Copyright 1997, Cidbank N.A. All ngfats reserved. Jmemal Use oniy Sept e m b er 19. 1997 32 


1038 



Appendix G 

Sample of Opening Document Notes/ 
Internal Reference Instrument 


New Client (s) Name: Date: 

Client A, Client B 


Background for acceptance as a client: 

1 met both Mf. Client A and Mr. Clieni B through a cold call after eaaoe in one of Iheir resiaurams m 
Santiago. Checks with several of our diena m similar busineSMs revealed that these gentiemea are taiown 
as honest, hi’-dwottang and successful. Clieni A is also very well known since childhood to Cmbanker 
Name. VP Citibank branch name , who regards him higMy. OitianieT Name has agreed to send a brief 
wnnen reference , 

Client A and CHent B are loostiise fiicnds aod .‘.zjess panacrs. Tbev owp and gperaie a chain 
restaurants in and aro‘tpd Saadigo caterio^ to clicxucle seeking niid*pnced Eve. 1 b^ve ea ten in then on a 
number of occasions with Client A and Client B who are very proud of the t^uaiiry of food relative to the 
price to their customers. Both gendenen come fiom relanvely bumble backgrounds and learned their 
business skills through their experience working in a cumber of restaurants while they were students at the 
University of Santiago. In a business class they both attended, they met and found they each had a desire to 
nm their own restaurari. After graduating, they pooled their resources and they decided to replicate it and 
DOW have a total of ten built up over the past fifteen years. 

I estimate their net worth outside of their business at about S5MM each. These funds have been raised 
through profits fro m their restaura nt business and recentiv from financ ial givestmems a broad . They have 
decided to invest some of their wealth outside of their restaurants and abroad, feanag that they may be 
satunnag the market and desiring diversification. Typically, as in their business, they have decided to 
invest with us together and would like to open this account in both of their names. Neither of them has 
much experience in investing . Therefore they will begin with coaservaave ujvesxmcais, such u USS TDs 
totaling $2.SMM to be divided into three approximately equal pieces and laddered into 3, 6 and 9 month 
maturities. The hinds wili be remitted through Banco Saaiander which is a New York conespondetu of 
their local bank. Banco d< Chile. Their accounts with us will be used only for their tnvesgaeais and some 
USS remittances with expected trangachoas to number no more than five per month . 

Although .both Client A and Client B are mamed and each have several children, I have not had the 
opporrunity to meet diem. 

I recommend we start this relationship. 

Signature of Private Banker: 


Signature of Market Manager; 
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Appendix H 

Sample of Opening Document Notes/ 

Internal Reference Instrument 

New Ciient( 5 ) Naoic: Date: June 19, 1996 

Mr. Clicci A, Mrs. Client A 
Background for acceptance as a client: 

Mr. Client A. a 50 vear old Argeminean, was tntroduced to tis about three years ago bv our iongtime ciieni 
Oitbank diem 's name. These wo genUemen have been friends for many yean having attended the sarae 
schools in their youth, in fact they both attended college name^town where they received their engmeermg 
degrees. 

Mr Clieni A is well known to a number of our other ciienis and the Globii Finance Head of Citibank 
.■\rgennna. Cmbanktr Same, as the President of a family owned business which was staned by his father m 
about 1947. The company produces high-end pneed kitchen uieasiis for sale is Argentina Chile and Perj 
under such weil-known brands as Brand X. Brand Y. and Brand Z. The company's first factory is located 
near town 's name, the tradinonal home of the family. Mr. Clieni A opened a second factory near another 
town j name in 1 987 especially to produce the then new Brand X line. 1 first met him there in ! 995 and 
was impressed by frie sae and apparent efficiency of the facility. According to Mr. Clieni A. 1995 sales 
exceeded S25MM with earnings of S3.6MM- 1 estimate die net worth of Mr. Client ^ to be in excess of 
SlQMM- Income from this busuiess and financial mvegments wnti another^US-bonk's name , Merrill 
Lvneh. NY and perhaps several other financial iasuiuticms are fais mam sources of wealth. 

Mr. Client X is a fmaaciallv sopbisticaied investor having been active with the eorapctJtors named above 
for at least the last ten years investing in Brady Bonds. US et^ities and some non US S bends and equities. 
He is attracted to us now because Mr- Citibemker is impressed with and benefited from our long term 
oriented asset allocation approach. Mr. Client 4 intends to start with us witb about S2MM in funds to 
manaae in a discretionary portfolio, probably a US Earnings Growth Portfolio, because he has been 
impressed with that portfolio $ strategy and long term perfonaance. The funds will come from anoiher^US- 
bank 's name 

Mrs. Clieni a comes from a socially well«knowp family also in Town name, however, she does not appear 
to have a souree of wealth independent from her husband. Although she has attended a number of the 
meetings, including lunch, where Mr. Client A and 1 discussed potennal mvestHsents. she defers to Mr. 
Cltem A on decisions in this area . Mr. and Mrs. Client A have a daughter, daughter 's name, who is about to 
graduate fi-om her father's alma mater, college naflie-rown. with a degree in chemistry. 

Mr. Client A has a younger brother, brother 's name, also US educated and who is the manager of the 
town s name plant, and a sister, suier ‘s name. Neither of them will be signatories on our accounts. I hope 
to icant more about them as potential clients as we develop our relationsbip with Client A. 

The account 1 recommend we open will be used for longer term investing and relatively few penonal 
remtttaices mostly connected to their daughter's education in the United States . Therefore we cart expect 
fewer friar, ten thifd’party transfers a month . It should be noted that Mr. Client A uses anoiher-US’bank s 
name for some of his isieTnaiional remtnaoces for his company as well as forpurely financial investments. 

1 recommend we start this relationship. 

Sigaature of Private Baaker: 

Sigaature of Market Maoagen 


'Know Your Client' Policy 
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7WE OTSBASX «SVi7T 


GLOSSARY 

Account Holder - One or more persons with a legal contract with Citibank. 

Assets . An account holders loul mvestments and deposits within a given Booking 
Center. 

Authorized Signer - An individual with limited or full authority over a client s account. 

Basic Information • Name, pnmary residence or legal address of record, phone number, 
occupation, employer and title, relationship to the primary account owner, and specific 
powers held over accounts. 

Beneficial Owner - The true economic owner of an account 

Booking Center - The locadoc of the legal contracting unit of the PBG in a specific 
country where an account is booked. For example. New York and Miaim are both 
Booking Centers in the U.S., where the ciicui account is booked, as are Paris, Madrid, zr.'^ 
Rome in Europe. 

Client - An individual who is an account holder and is an independent decision maker, 
who has his own source of wealth, and who employs the services of the Citibank Private 
Banking Group for himself and'or affiliated legal entities. 

Client Center - The jurisdiction where accounts are ma n a g ed by a Private Banker. The 
Client Center may or may not be a Booking Center where the client holds an account. 

Client Center Manager- The manager of a jurisdiction where accounts arc managed by a 
Private Banker. 

Corporate State Officer - The officer designated by Citicorp to serve as the 
Corporation's senior officer in a given state in die U.S. 

Country Corporate Officer - The officer designated by Citicorp to serve as the 
Corporation's senior officer in a given coimiiy'. One of his key duties is to protect the 
Batk's franchise. 

Fiduciary vehicle - A legal entity such as a trust, a Private Investment Company (PIC), 
or foundation holds a client’s assets. A PIC is a non-U.S. corporation which is used to 
hold investments (in the U.S. or elsewhere). As defined and used here, PICs are not 
operating companies. 
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TH£ OTTBAMK ^IOVAT£ 8JHX 


GLOSSARY 

FuU Profile - The mmimum elements that must be documented in order to dimension a 
client fully, including information on the identity of the beneficial owner, contact 
information source of wealth, source of funds, transaction profile, client structure, 
financial summary. PBG team identification, and other Citicorp relationships. An 
Opening Diary Note must be included for new cMcaxsIaccoum holders. 

Global Business Platform Heads (GBPHs) - Appointed by the PBG Group Head as 
responsible for the global delivery of each of the components of the Global Business 
Platform (for example, the Group Financial Controller, the Group Compliance 
Officer). The GBPHs are jointly responsible with both Market Region Heads and Global 
Product Managers for the delivery of the PBG global strategy in each region. 

Global Investment Product Manager • The head of the global Invesnncni Product area 

of the PBG. 

Global Market Manager - Appointed by the Market Region Heads as responsible for 
the global sales and marketing activities of the PBG in specific geographic locations, both 
onshore and offshore. There is only one Global Market Manager per country. 

Internal funds flows - Transactions between the accounts owned by the account holders 
v.^thin a given Booking Center, unless available on a more consolidated level. 

Investment Center Head - Represents the PBG in a given country to both the Country 
Corporate Officer and local regulators. The Investment Center Head and the Global 
Business Platform Heads, or their regional/local representatives, are jointly responsible 
for the delivery of the inffastructure services to both marketing and product organizations 
m that counoy. 

Isolators - Clients who conduct their wealth management activities through a single 
Relationship Manager in a PBG bank secrecy jurisdiction, and do not waive their secrecy 
rights from that jurisdiction. Isolators typically require levels of privacy and 
confidentiality which they consider are best met by dealing in such a jurisdiction. 

Joint Account Holder - An account holder named in the title other than the client. 

.Market Manager • The manager of sales and relationship management for a particular 
geography. 

Market Region Head - The individual appointed by the PBG Group Head as responsible 
for managing client relationships globally for clients from a specific geographic region. 
The regions are Western Hemisphere, US, Asia. Europe-Middle East-Africa, and Japan. 
The Market Region Head has joint responsibility with both Global Product Managers 
and Global Business Platform Heads for the delivery of the PBG global strategy in their 
region. 
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GLOSSARY 


Money Manager - A client who manages money on behalf of his own clients. 

Nuclear Family Member - A client's spouse who does not have an independent savrci 
of wealth, or a child who is under the age of 21 or of student status. 

Opening Diary Note (ODN) - A written su mm a r y doeumentiag how a prospect was 
sourced and why he should become a cheat of the PEG. 

Outgoing funds flows - Funds transfers, cash transactions, cheeks, free payments and 
deliveries of securities, and Citibank branch check and cash acovihes within a given 
Booking Center to third parties, or between Booking Centers to any beneficiary , including 
the same cUent/occounr holder. 

Partial Profile - A profile for a joint account holder who is a non nuclear fartuly member 
or a spouse with an independent source of wr'*'th, andior a child over the age u* 21 who 
is not a student. A partial profile must include the account holder's name, address, phone 
number, relationship to the p rimar y account holder, and information on his business 
background and source of wealth. 

PEG Relationship Team - A client’s PEG contacts, who include the Private Banker, 
backup Private Bankers, the Private Banker's local representative, supervisors, service 
team support, internal product and service providers, and any other Citibank employees 
involved in the client relationship. 

Private Banker - The officer primarily responsible for the overall client relationship. 

References - One of the methods used to substantiate the integrity and character of a 
client. References may be obtained from a bank, Citicorp officers (Assistant vice 
presidents and above), clients in good standing, and external sources that are acceptable 
to the PBG. 

Related Account Holder - An individual, corporate entity, or trust that has accounts 
separate from a client and would not qualify as target market on its own, but has a close 
relationship with a client (i.e. accommodation accounts). 

Relative - A PBG employee's spouse, children, parents, and siblings of the employee and 
spouse. 

Source of Funds - A description of the origin and the means of transfer for monies that 
are accepted at the PBG for the initial account opening, and of subsequent significant 
inflows. 


‘Know Your Client’ Policy 

© Copyright 1 997, Cmbink K.A. All rights reserved. Internal Use only 


9/9/97 39 


1045 




TfiS CmSAA/X ^iSn/ATT 8A>»- 


GLOSSARY 


Source of Wealth - A description of the economic activities that have generated a client s 
net worth, including, if applicable, details about the nature and ownership of his business. 

Specially Designated Nationals - The list of individuals and entities that the U.S. 
govemmcni lia*? designated as unacceptable to transact with or to have as clients of L.S. 
financial institutions, as promulgated by the Office of Foreign Assets Connol (OFAC). 

Special Name Account - An account using a pseudonym or number, rather than the real 
name of the individuaj(s) or legal entity that holds the account, permitted under the lav.' to 
be established as an accommodation for a client in order to provide enhanced 
coniidenliaiitv’. 

Target Market • Target market clients are individuals with a net worth of at least US 
S3MM. and CNR potential for the PBG of at least US S5M wi thin 12 months and US 
SIOM within 24 months. 

Vehicle • See Fiduciary vehicle. 


‘Know Your Client’ Policy 

© Copyright 1997, Citibank N.A. All nghts reserved. Internal Use only 


9/9/97 40 



1046 


Statement of 
ANTONIO GIRALDI 
Before The 

U. S. Senate Permanent Subcommittee on Investigations 
Hearings On 

Private Banking and Money Laundering: 

A Case Study of Opportunities & Vulnerabilities 
November 10, 1999 

'k "k 

My name is Antonio Giraldi. I graduated from Culver Military Academy, Culver, Indiana, 
in 1975; from Baylor University, Waco, Texas, with a B.A. in 1979; and from Georgetown 
University, Washington, D.C., with an MA. in 1981. I began my banking career at the Bank of 
America in 1981 in the International Management training program, where I became a corporate 
banking officer and, later, a credit review officer for Latin America. In 1984, 1 was recruited by 
Riggs Bank in Washington, D.C., to work in the International Division, and in the fall of 1986 1 was 
recmited to join Citibanlc’s Private Banking team in New York City. In 1 988, 1 acc^ted a position 
as Vice President/Country Manage for Mexico Private Banking at Bankers Trust, and I joined 
American Express Bank in 1990 as a First Vice President and Marketing Group Head for 
International Private Banking in Beverly Hills, California. This written statement is based on my 
personal experiences, and those of ray many former colleagues and friends, in the banking industry. 

A historical overview of the private banking industry will help put my remarks into 
perspective. For much more than a century, private baidcing was the mainstay of European banks, 
which managed, v.dth absolute privacy, the assets (currency and specie) and investments of select 
clients, most of whom possessed political, business, and social status unifonnly recognized and 
accepted within the European community of nations. The experienced European banks exploited 
the generation of new wealth in the emerging republics, as well as the simultaneous revolutionary 
developments in communications and transportation, by establishing what we know today as 
International Private Banking (“IPB”). In so doing, they replaced the concept of “privacy” in their 
client relationships with the concept of ‘Vecrecy.” Foremost in this field were tlie Swiss banks, who 
had the advantage of being domiciled in apoliticaily neutral and stable country. Swiss banks, which 
actively promoted “numbered accounts” as a marketing tool, obtained billions in deposits of foreign 
origin. These deposits, which, as circumstances dictated, were kept in liquid assets or invested, 
generated substantial earnings for the banks. At one point, the inflow of funds was such that the 
Swiss banks charged negative interest on deposit accounts. 

IPB clients were motivated to establish their banking relationships for a variety of reasons, 
both legitimate and illegitimate. These reasons included concealment of assets, tax avoidance and/or 
evasion, estate planning concerns, avoidance of foreign exchange controls, fear of currency 
devaluation, fear of confiscation resulting from political upheaval, concealment of iil-gotten gains 
by corrupt political figures, and concealment of ili-gotten proceeds of illegal activity. Although IPB 
provides entirely legal and valuable services for its legitimate clients, IPB ’ s increasing accessibility 
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to the criminal elite and vulnerability to their illegal money laundering objectives have cast a dark 
shadow on the industry. Foreign political figures, military leaders, and their families and close 
associates have established substantial IPB relationships, many using funds that were later identified 
publicly as “tainted.” The sources of these extremely profitable IPB deposits, in most cases, were 
neither requested nor challenged, consistent with the IPB industry’s well-developed atmosphere of 
“quiet, respectable exclusivity and confidentiality” {i.e., “secrecy”), an atmosphere specifically 
designed, projected, and maintained in order to encourage the ever-increasing and quasi-permanent 
volume of IPB deposits. 

The United States banking community recognized private banking as a desirable and 
profitable source of business and ventured into TPB as a new market. This decision proved sound, 
as the potential market in IPB grew to trillions of dollars. The IPB clientele courted by United States 
banks consisted primarily of customers already served by, or at least familiar with, the services 
offered by the European banks. To be competitive, United States banks had to extend, and/or 
improve upon, the treatment and services IPB clients had come to expect from foreign banks in 
return for the promise of their deposits. A description of the more common products employed by 
IPB groups at United States banks is attached to this statement as Exhibit “A.” 

In the 1 980s and early 1 990s, with money laundering awareness in its infancy, compliance 
and due diligence procedures were not fully effective. Training for Relationship Managers (“RMs”) 
was limited, and focused on cash transactions in response to regulatory and law enforcement 
requirements, but that training did nothing to change the IPB “culture” or its product base, which 
were becoming the primary tools for sophisticated criminals to maimge the proceeds of their criminal 
activities. When the United States’ regulatory framework of tightened controls'wOiild not permit 
the same degree of secrecy and tax flexibility enjoyed by many of the United States banks’ foreign 
competitors, the United States IPB groups moved offshore, using island “tax” havens where 
prevailing legal and regulatory structures made possible the same treatment for IPB deposits as that 
offered by competing foreign banks. Offshore facilities are now used by European banks as well. 

RMs were taught by their superiors that secrecy in IPB transactions was paramount. The 
obsession with secrecy went far beyond the United States banks’ imaginative use of offshore 
banking “tax” havens. RMs often posed as tourists and were encouraged to travel on tourist visas 
when visiting foreign clients abroad. RMs and their clients were encouraged to speak in “code” 
during business-related telephone conversations, and RMs carried account statements that had been 
reduced in size to avoid being recognized by foreign customs officials for what they actually were. 
United States financial institutions marketed to IPB clients from offices located abroad and refused 
to share client information with staff and personnel in their domestic offices. Trust officers 
continually admonished RMs who inadvertently cross-referenced or otherwise linked their clients’ 
names (the names of the beneficial owners, that is) with the offshore financial structures used to 
manage those clients’ assets. RMs were told that it was not their responsibility to determine whether 
or not an IPB client had complied with the laws and financial regulations of his/her home country. 
RMs were far more concerned with “appearance” than with “substance” when it came to issues of 
due diligence and what would later become the Know Your Client (“KYC”) doctrine. If an 
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“acceptable” level of due diligence could be fashioned with the guidance and encouragement of 
senior management, then the RM had donehis/herjob. No RMs known to me consciously attempted 
to legitimize what was known or believed to be proceeds of specified unlawful activity, but no one 
senoMs/y attempted to determine the uctMu/ origin of aclient’s money. Ourworld (the IPB “culture,” 
that is) was all about playing the “new deposits” game the way our senior management “coaches” 
insisted we play it, about being rewarded by them when we “succeeded,” and about being too naive 
to realize how dangerous a game we were playing. 

Money launderers who are beneficial owners of billions of dollars are aggressive, intelligent, 
and streetwise individuals who have built successful criminal enterprises. Their wealth is used to 
purchase legal industries as well as corrupt branches of governments that can be used to their private 
advantage. They have also learned to use “third parties” to accomplish many of their illegal 
endeavors. The perceived legitimacy of these “front persons,” who typically have no known prior 
criminal affiliations, helps them manage the vast financial holdings entrusted to them. Ironically, the 
beneficial owners of tainted IPB assets, and their “front persons,” have been encouraged by the 
financial institutions which hold their assets to “layer” them (the assets) with financial structures 
which further conceal their true origin and ownership. IPB groups and senior bank managers played 
the lead role in creating the IPB “culture,” where each additional layer of “structure” generates 
additional earnings for the financial institution, and generates another layer of “exclusivity” (the 
functional equivalent of “anonymity”) for money launderers. United States financial institutions 
often fire, hire, sell, and/or purchase entire IPB teams, and sell or purchase IPB portfolios. Large 
banks purchase and/or merge with other financial institutions in order to create mega-institutions. 
Similar to another layer of financial “structure,” each of these types of events also provide 
opportunities for a sophisticated money launderer to avoid law enforcement scrutiny. 

The IPB industry, worldwide, evolved from the substantial flow of funds from non-United 
States residents, and, in large part, from the geometric growth of the illegal drug industry and the 
“narco-wealth” it generated. IPB clients’ increasing demands for confidentiality, exclusivity, 
secrecy, and the use of fictitious names unquestionably should have triggered suspicions that 
substantial portions of these funds had originated from other-than-legitimate business activities. The 
massive size of these deposits and the income they generated for United States financial institutions, 
however, weighed against the application of principles of bank “morality.” 

As governments around the world followed the lead of the United States government in 
attempting to combat the drug cartels by seizing the proceeds of their illegal activities, drug 
traffickers were quick to identify the advantages of IPB for processing their ill-gotten gains. The 
IPB industry was a ready-made haven for money launderers, who sought to emulate the 
respectability and legitimacy of the “old money,” upperclass clients for whom the industry had 
traditionally provided its services. Money launderers hurried to acquire the talent and skills 
necessary to funnel their illicit profits into this financial arena. Needless to say, the quasi- 
impenetrable fabric of absolute secrecy in IPB relationships which is the cornerstone of IPB 
“culture” has impeded the efforts of law enforcement agencies everywhere. IPB “culture,” 
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reinforced by the Bank Secrecy Act and similar legislation in other countries, has often defended 
itself with the rationale that “banks should not be obliged to act as law enforcement entities.” 

The objectives of most money launderers are to legitimize their financial holdings, to gain 
acceptance to the hallowed halls of international financial institutions as “trusted and valued” clients, 
and to receive the attention traditionally lavished on such clients by said institutions’ senior 
managers. Money launderers are frequently credited with authorship of their imaginative financial 
schemes, but the ultimate responsibility for authorship of these schemes properly rests on the 
shoulders of the financial institutions and their senior managers. A senior bank manager confronted 
with an RM’s decision not to accept a new IPB client was just as likely to chastise the RM for losing 
the new client to a competitor institution as to congratulate the RM for protecting the integrity of 
his/her employer. “IPB” says it all - the word “private” means “secluded from sight, presence, or 
intrusion of others.” Money launderers succeed by simply permitting the IPB “culture,” which is 
driven by senior management’s pursuit of profit, to dictate the actions of their respective RMs. 
Everyone “wins” - everyone, that is, but law-abiding citizens everywhere. 

The money launderer has shed his/her conventional image and now wears a “chameleon” 
cloak provided courtesy of the IPB industry. This fact, coupled with the demise of the recently 
proposed KYC regulations and the arrival of a whole new generation of cyber-sawy money 
launderers, has compounded the difficulties faced by federal law enforcement agencies and the 
United States Department of Justice, and bodes ill for their efforts to combat the evils associated 
with money launderers and their activities. If the issue of money laundering is to be addressed 
effectively, United States financial institutions, at every level, must interface with federal law 
enforcement agencies. United States financial institutions must effect fundamental changes in the 
prevailing IPB “culture” and product base. And senior bank managers must implement supervisory 
procedures designed to identify “rogue” RMs who manipulate international financial resources and 
activities for their own personal gain. As long as United States financial institutions continue to use 
their IPB groups the way they have for years, the managers of international criminal enterprises will 
continue to use our highly imaginative and flexible banking system and its products to handle the 
proceeds of their illicit operations, and to legitimize themselves in the eyes of the international 
business community. United States financial institutions should no longer succumb to the 
established yardstick, “If we don’t accept this account, one of our competitors will.” 
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COMMON FINANCIAL PRODUCTS UTILIZED BY 
THE INTERNATIONAL PRIVATE BANKING COMMUNITY 


The following products, among others, are commonly used by United States financial 
institutions to manage the assets of private banking customers: 

1 . Demand Deposit Account and Savings Account - 

These are the traditional accounts available to all. Savings accounts are not 
commonly utilized due to their limited flexibility and interest yield. 

2. Money Market Account (MMA) - 

The MMA is an attractive vehicle, earning a higher interest yield than checking 
accounts, and providing a high degree of flexibility for transfers of funds to and from 
the account and “parking” of funds pending their subsequent utilization and 
investment. The amounts involved are substantial. MMAs are attractive to banks 
because of the minimal expense associated with maintaining them. Relationship 
managers (RMs), with preestablished authorization from their clients, can readily 
make charges to MMAs for transfers to other accounts, investments, payments of 
bank fees, and credit card billings, as well as for payments of expenses incurred by 
their clients outside the bank. MMAs can also be held in the name of PICs (see 4. 
below). 

3. Time Deposit (TD) - 

These fixed maturity instruments are often used by conservative clients venturing 
into a private banking relationship for the first time, and prior to becoming familiar 
with the full range of available investment options offered by the bank. Fees are not 
typically charged for establishing TDs. 

4. Private Investment Company (PIC)/Trusl - 

PICs are established via the banks’ “offshore” trust companies, and are opened in 
names other than the clients’. A PIC is administered and managed by the officers of 
the bank trust company, who typically register as the PIC’s officers and directors. 

Once a PIC has been established, the client’s assets are processed in the name of the 
PIC (as the nominative owner), providing a “layer” of anonymity for the client, who 
becomes the “beneficial owner.” Funds transfers, investments, and other banking 
services are conducted in the name of the PIC. Additional PICs may be set up in the 
same or another “offshore” domicile. A client can easily establish a second PIC to 
administer and manage the assets of his/her first PIC, thereby adding another “layer” 
of anonymity. PICs generate attractive fees for banks. 


COMMON FINANCIAL PRODUCTS UTILIZED BY 

THE INTERNATIONAL PRIVATE BANKING COMMUNITY - Page 1 of 3 
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administer and manage the assets of his/her fiist PIC, thereby adding another “layer” 
of anonymity. PICs generate attractive fees for banks. 

Banks’ offshore trust companies can also create trusts (which can include PICs 
among their assets). Many IPB divisions of banks have trust officers domiciled in 
the United States who interface with their respective “offshore” bank trust 
companies. These trust officers work extremely closely with RMs in the marketing 
and structuring of fiduciary vehicle. They also meet with existing and prospective 
clients to personally identify and review their needs, to sell the bank’s fiduciary 
products, and to generally promote client satisfaction. Extreme caution is taken by 
the banks’ trust specialists to ensure that PlC/tnist files, wherever they may appear 
throughout the bank, are devoid of Ihe beneficial owners’ names, and that PIC/trust 
transactions leave no clues as to the actual identities of their respective beneficial 
owners. 

5. Discretionaiy Portfolio ~ 

The establishing of discretionaiy portfolios, a highly profitable activity, is strongly 
encouraged. Portfolio managers regularly meet with a client and his/her RM to 
evaluate the client’s investment history, risk tolerance, and estate planning 
requirements. A portfolio is then structured, generally in a PIC and/or trust, to 
accommodate the client’s needs. Once the client consents to a discretionaiy 
portfolio, he/she has very little, if any, input into the investment strategy employed 
for his/her portfolio. Discretionary’ portfolio investment parameters, however, can 
be modified as the client becomes better educated or as his/her risk tolerance 
increases. Equities and fixed income instruments are often purchased in blocks in the 
name of the financial institution, and tlien allocated among the various discretionary 
portfolios under the financial institution’s management. Some financial institutions 
facilitate the establishment of discretionary' portfolios in Europe and Asia to enhance 
confidentiality and investment diversification. 

6. Credit - 

Lines of credit are almost universally extended to clients. These include loans, letters 
of credit, and guarantees, any of which can be extended in the name of a client, a 
company owned and/or controlled by the client, a third party, or a PIC. Credit 
requests ai’e prepared by RMs and submitted to bank credit officers for their review 
and approval. In almost all cases, the extensions of credit are 1 00 percent secured by 
the assets of the client in question, which results in lower than normal scnitiny of the 
terras and conditions of the credit, including purpose of loan and borrower source of 
repayment. These are very attractive (i.e., profitable) products for banks. Clients 
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requesting a partial liquidation of managed assets to generate liquidity are often 
encouraged to borrow in lieu of disrupting their asset bases. 


7. Real Estate - 

Several major private banking groups provide real estate products to IPB clients. 
They utilize real estate specialists within the Private Banking Division to promote 
real estate products to RMs and to their clients. Specialists representing the bank 
often purchase commercial property on behalf of a client, and establish domestic 
and/or offshore PICs to serve as the nominative owners of the property. These 
specialists will also assist in structuring any financing that is required, and assist 
clients with property management issues. 


It should also be noted that RMs are strongly encouraged to “cross over” to other divisions 
of their respective banks in order to meet clients’ needs. One example of a “cross over” division is 
the Corporate Division, whose expertise and research can be offered to those clients who express an 
interest in business acquisitions and/or sales. 


girtoatta2-991 101 
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MONEY LAUNDERING AND FLIGHT CAPITAL 
THE IMPACT OF PRIVATE BANKING 

By Raymond W. Baker 


Good afternoon Madam Chairman and Senators. Thank you for the 
opportunity to appear before the Permanent Subcommittee on investigations to 
taik with you about one of this nation’s larger but ieast visibie probiems. 

What I wouid iike to do today is frame the issues of money iaundering and 
flight capital in the context of our domestic and foreign interests, discuss two 
principle components of flight capital - corruption and trade mispricing, provide 
examples of how U.S. policies and practices facilitate the stream of illegal funds 
into our economy and suggest restraints on private banking necessary to begin 
resolving these issues. 


Parallel Flows 


The theft of funds and disappearance of resources out of Russia has 
brought to world attention more vividly than at any earlier moment in history the 
problems of money laundering and capital flight. Yet, what has been taking 
place in and out of Russia closely resembles \what has been occurring in 
connection with Latin America throughout the 20th Century, in and out of Africa 
since the years of independence in the late 1950s and early 1960s, in the Middle 
East long riven with wealth disparities and ideological shifts and in Asia in recent 
decades, particularly in the last two years of the Asian financial crisis. Of equal 
concern must be the severe impact of these global probiems on U.S. domestic 
and international interests. 

Laundered criminal money and illegal flight capital passes out of other 
countries and into the United States by the hundreds of billions of dollars. As 
destructive as these tides are, however, they are aided by both U.S. public 
policies and private practices. The problem is not limited to a single or a few 
institutions. It is one that the United States faces as a nation. 

In order to distinguish money laundering from parallel financial flows that 
do not constitute money laundering, it is useful to add the word “criminal,” to 
assure that what is being referred to is the movement of funds that violate U.S. 
anti-money-laundering legislation. This legislation specifies some 170 crimes 
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and malpractices which establish a predicate offense for criminal money 
laundering. 

The term “flight capital” generally does not encompass criminal proceeds 
but instead refers to commercial and private funds being moved from one 
country to another. A distinction must be made between its legal and illegal 
manifestations. The legal component of flight capital is g,enerally after-tax 
money that is properly documented as it passes across borders, and it remains 
on the books of the entity from which it is transferred. Such free market 
operations are accepted as largely beneficial to investment, trade and 
development, leaving aside the question of the utility of short term capital 
controls. 

The illegal component of flight capital is quite different. Almost always tax 
evading and therefore illegal out of the countries from which it comes, it is 
improperly documented or related to a preceding or following improperly 
documented transaction, and it disappears from any record in the country of its 
origin. The destructiveness of this cascade for both originating and receiving 
countries is now gaining long overdue attention. 

The motivations for these two forms of flight capital differ. The legal 
component is normally fleeing to safety and can be expected to return to the 
country of origin when investment conditions are attractive. The illegal 
component is fleeing to secrecy, to be accumulated In a hidden manner and, as 
private bankers can attest, rarely returns to the country of origin. 


Components of Illegal Flight Capital 

Illegal flight capital has many elements, of which the more important 
include the following: 

• Corruption by foreign government officials, arising from misappropriation or 
embezzlement of public resources and bribes and kickbacks on government 
contracts paid into or accepted as deposits into foreign bank accounts, is an 
especially secretive aspect of these financial flows. 

• Falsification of prices on import and export transactions in order to generate 
a percentage or even a multiple of the value of the trade that is then paid into 
a foreign bank account is the most widely used means of producing illicit 
transfers. 


Real estate transactions and securities trades, often between related parties 
and improperly priced and paid for in order to shift money between countries, 
offer creative avenues for generating illegal flight capital. 
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• Wire fraud, particularly emanating from ostensibly respectable but criminally 
compliant banks, has become a major aspect of the problem, inundating 
western financial institutions with the proceeds of ill-gotten gains. 

The first two of these major components of illegal flight capital - 
corruption and trade mispricing - have been carefully studied, specifically 
because both are dependent on international cooperation to facilitate their 
movement. Out of other countries into western coffers has poured at least 
$1 trillion in the decade of the 1 990s by these two means alone, virtually every 
dollar assisted by western financial and commercial interests. 

The passage of corrupt money from developing and transitional 
economies into the United States and Europe is estimated at a minimum of $20 
billion per year and perhaps as high as $40 billion per year. Mispriced 
international trade generates a flood of money from developing and transitional 
economies into the United States and Europe of at least $80 billion per year. 

The total of these two components of illegal flight capital is therefore at least 
$100 billion per year coursing into western economies. It is estimated that no 
less than half is immediately or eventually transferred to the United States - $50 
billion a year, a half trillion dollars in this decade. 

A more exhaustive examination of illegal flight capital, including an 
estimate of a) the exploding wire fraud component, and b) money that spills from 
developing and transitional economies directly into offshore tax havens often 
\without immediate assistance by western business people and bankers, 
although eventually lodged in U.S. and European accounts, would produce 
substantially higher figures, likely multiplying the total to several hundred billion 
dollars annually. 


Benefits and Costs 


Focusing on the $100 billion per year of illegal flight capital facilitated by 
the United States and Europe arising from corruption and trade mispricing, the 
benefits and costs of this inflow merit clear analysis. The benefit is that it brings 
that sum of money — $100 billion a year — into western economies, at least $50 
billion to the United States. The costs can be seen in the impact of these 
torrents on both domestic and foreign interests. 

A) Domestic 

One hundred billion dollars a year in illegal flight capital coming into the 
United States and Europe provides cover for a far larger amount of criminal 
money laundering, estimated at $500 billion to $1 trillion per year, again half to 
the United States. Illegal flight capital and criminal money laundering are two 
rails on the same tracks through the international financial system. The 


3 



1056 


Treasury Department has estimated that 99.9 percent of the criminal money that 
is presented for deposit in the United States gets into secure accounts. Anti- 
money-laundering efforts are a failure. The United States has been 
progressively pursuing various aspects of this program for more than 25 years 
and cannot point to a reasonable measure of success. The easiest thing for 
criminals to do is to make their criminal money look like it is merely corrupt or tax 
evading money, and when they do it passes easily into our economies. 


The domeshc exist of illegal night capital is that it temoves 
anti-money laundering as an effective instrument in the 
fight against drugs, crime and terrorism, thereby weakening 
our ability to prevail in facing some of the most perilous 
threats to our society. 

B) Foreign 

Illegal flight capital facilitated by the United States and Europe has an 
equally severe impact on foreign interests, as can be illustrated with specific 
examples; 

• Russia, of major strategic importance, has been impoverished by the greatest 
illicit diversion of resources that has ever occurred out of any country in a 
short period of time - $1 50 to $200 billion in a decade by very conservative 
estimates, with figures as high as $500 billion being offered. This has been 
accomplished through a combination of criminal money laundering and non- 
criminal but illegal flight capital, and almost every dollar of this 
unprecedented deluge has been aided and expedited by western commercial 
and banking institutions. 

• Nigeria is one of the principal suppliers of oil to the United States, the most 
populous country in Africa and pivotally important to the stability of that 
continent. Yet, the biggest single thief in the world in the 1990s was almost 
certainly the late military dictator Sani Abacha, with $12 to $15 billion passing 
out of Nigeria in corrupt and tax-evading money during his murderous five- 
year regime, most of this to the personal accounts of Abacha and his 
immediate family members. 

• Pakistan is a nuclear state in a volatile subcontinent, where corruption and 
tax evasion are so rampant and the economy so depressed that these 
conditions contributed to a coup d’etat, upsetting the nation’s tenuous hold 
on democracy. 

• From Mexico the surge of drugs into U.S. cities and economically depressed 
aliens across borders presents what many consider to be one of our principal 
foreign policy challenges. Yet, we legally give “white glove treatment” to high 
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status criminals moving drug and bribery proceeds out of our southern 
neighbor. 

• China could be the next country destabilized by corrupt and tax-evading flight 
capital. Semi-official estimates provided in Beijing suggest that already $10 
billion a year, probably more, in illegal funds is passing out of the country. 
The possibility exists that, as China integrates more into the world economy, 
this could grow to $20, $30 or $50 billion a year, potentially repeating the 
Russian scenario. 

In these and many other states, facilitation of the movement of corrupt 
and tax-evading money drains hard currency reserves, heightens inflation, 
reduces government revenues, worsens income gaps, cancels investment, hurts 
competition, limits free trade and solidifies the permanence of poverty. And it 
does this at a time when growth in the rest of the world Is of rising importance to 
the economic prosperity of the United States. 

The foreign cost of illegal flight capital is that It erodes U.S. 
strategic objectives in transitional economies and undermines 
progress and stability in developing countries comprising 
two-thirds of the world’s population. 


Examples of Facilitation 

The word “facilitate” has been used at several points above in reference 
to U.S. and European activities that encourage and enable the channeling of 
illegal flight capital out of transitional and developing economies into western 
assets. A selection of examples of ambiguities and contradictions in policies 
and practices, focusing primarily on the United States, will serve to illustrate the 
point: 

• The United States has enacted cash deposit reporting requirements and anti- 
money-laundering legislation, beginning some 25 years ago and expanding 
since. In contrast. Treasury Department officials have stated on multiple 
occasions that it is U.S. policy to attract flight capital out of other countries, 
with little or no heed paid to whether or not it is tax evading. 

• The United States requires a customs declaration to be filed in connection 
\with imports and exports into and out of the United States, and it is an 
offense to file a false declaration. Yet, in practical terms the customs 
declaration is signed by a freight forwarder, not by the buyer or seller, and so 
long as it accords with the commercial invoice accompanying the transaction 
it is rarely challenged by the U.S. Customs Services. Because of this laxity, 
trade mispricing in the form of commissions, rebates and kickbacks is often 
routine practice in winning and maintaining export and import orders in soft 
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currency markets, present in hundreds of thousands of transactions handled 
by U.S. commercial and banking interests, 

A perception of tax evasion is expected to generate a Suspicious Activities 
Report (SAR) in U.S. banks. Yet, when an exact percentage of proceeds 
from an international trade transaction is taken out of the domestic party’s 
account and deposited into the foreign party’s account within the walls of the 
same bank, even transaction after transaction, no SAR is filed, although from 
long experience the bankers and business people involved know full well that 
tax evasion is a result of these kickbacks. 

The United States has enacted an Advance Pricing Agreement that makes it 
difficult for foreign multinational corporations with local subsidiaries to 
misprice trade in order to take tax-evading money out of the United States, 
placing the onus for demanded clarifications squarely on the suspected 
evader. Yet, U.S. regulations are, across the board, far more 
accommodating to mispricing that brings corporate tax-evading money from 
other countries into the United States. 

The total amount of foreign aid from the United States, other Organization of 
Economic Cooperation and Development (OECD) countries and the World 
Bank combined is about $50 billion per year. Yet, this $50 billion inflow to 
developing and transitional economies is completely offset by the $100 billion 
which illegally flows back out of other pockets in those same countries with 
U.S. and European assistance. 

No contradiction is more glaring than in connection with the issue of 
corruption, on which these hearings are principally focused. The Foreign 
Corrupt Practices Act makes it illegal for Americans to bribe foreign 
government officials. Yet, it is not illegal for private bankers and financial 
advisors to call on foreign government officials, including those perceived to 
be corrupt, and offer to assist them in moving, consolidating and managing 
ill-gotten gains in foreign bank accounts. What U.S. law conveys, in effect, to 
American business people, financial advisors and bankers is. do not bribe 
foreign officials; however, if wealthy foreign officials are encountered, 
including those suspected to be corrupt, then the United States wants their 
money. 

Officials from Treasury, Justice and State departments, the Federal Bureau 
of Investigation, the Drug Enforcement Administration and the United States 
Agency for International Development frequently meet with foreign leaders 
and officials to discuss and offer assistance in addressing issues of drugs, 
crime, corruption and terrorism. Yet, these earnest efforts are severely 
undercut when private bankers initiate or respond to the desires of corrupt 
foreign officials or those acting on their behalf to move funds to and hold 
assets in U.S. bank accounts. The perception is very widespread in 
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developing and transitional economies that the West — the United States and 
Europe in the main - is not serious about reducing the very profitable part of 
its business maintained from the accumulation and management of the 
proceeds of corruption. 


Private Banking 

The United States has, according to all credible estimates, become the 
largest repository of ill-gotten gains in the world. U S. private bankers honed 
their products and services in the 1970s and ’80s, targeting particularly Latin 
American, African and Asian capital that was gushing into Europe. What had 
earlier been a somewhat passive function has now become an active pursuit, 
with expanding private banking departments taking advantage of porosities in 
the regulations of this and other nations, frequently operating at the outer edges 
of legal and policy constraints. In these efforts, more secrecy is often accorded 
to corrupt foreign interests than is available to U.S. citizens. Long before the 
expression “don’t ask; don’t tell” entered into the American lexicon, it had 
become established procedure in U.S. financial institutions. 

The United States should take the lead in removing the offer of safe 
haven to corrupt money from around the world. An effective approach to this 
task would, while maintaining existing compliance requirements, add three 
strengthened regulations to U.S. banking practice: 

• Establish that public corruption by foreign government officials or handling 
the proceeds of corruption by their immediate family members or anyone 
acting on their behalf constitutes a crime or predicate offense under U.S. 
anti-money-laundering legislation. 

• As regards deposit, savings or custodial accounts of foreign government 
officials, their immediate family members or anyone acting on their behalf, 
require U.S. banks to maintain on file two current reports signed by bank 
officers attesting to inquiries and examinations confirming that deposits and 
inward transfers to these accounts (possibly above a threshold amount such 
as $10,000) have been carefully scrutinized, including through third party 
inquiries, to reasonably assure that such inflows comprise money that has 
been legally earned and legally transferred. 

• Require the account holder — foreign government official, immediate family 
member or anyone acting on their behalf -- to sign a periodic declaration to 
be held by the bank stating that deposits and inward transfers being made 
constitute money that has been legally earned and legally transferred. 

These regulations will have little or no effect on U.S. banking activities of 
foreign government officials who have legitimate non-government financial 
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resources and/or government compensation levels sufficient to their U S. 
account activity. However, the regulations, in particular the final one requiring 
account holders' declarations, will have the effect in very large measure of 
discouraging lodgment in the United States of the proceeds of corruption. After 
establishing such regulations in the U.S. banking system, efforts should then be 
made, as was done in the case of the Foreign Corrupt Practices Act, to 
encourage adoption of similar legislation by other governments. 


A Three-Part Problem 


The combination of criminal money laundering and illegal flight capital 
constitutes the biggest loophole in the free market system. Drug kingpins and 
global thugs thrive because money laundering is easy, and money laundering is 
easy because illegal flight capital is cultivated and maintained. No western 
nation is more harmed in this process that the United States. The fallacy in our 
policy is that we attempt to control the criminal element while at the same time 
pursuing and facilitating the corrupt and tax-evading elements. This is not 
possible. We will never effectively curtail the one while at the same time 
soliciting the other. 

Success in fighting dirty money will be achieved only when the United 
States addresses all three parts of the problem ~ criminal, corrupt and 
commercial. Of these, the corrupt component arising in foreign countries is 
perhaps the most damaging in its impact on U.S. domestic and foreign interests, 
hugely multiplying the criminal and commercial tax evasion components. 
Purposefully drawn policies and regulations can greatly diminish foreign corrupt 
money in U.S. financial institutions, markets and assets, and the effort will prove 
beneficial to a broad range of our most vital interests. 


Attachment; 

Raymond W. Baker, “The Biggest Loophole in the Free-Market System,” The 
Washington Quarterly, Vol. 22, No. 4 (Fall, 1999), pp. 29-46. 


The views expressed in this piece are those of the author and should not be 
ascribed to the trustees, officers or other staff members of the Brookings 
Institution. 
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The Biggest Loophole 
in the Free-Market System 


Soon after arriving in Nigeria in 1961, I got into a conversation 
about how to do business in Africa with the director of John Holt Trading 
Company, a British-owned firm that had been around since the 1800s. 
When I asked how he priced his imported cars, building materials, and con- 
sumer goods, he said it was not his intention to produce a profit but rather 
to generate high turnover. Having spent two years at Harvard Business 
School reading balance sheers and income statements, I had no idea why 
anyone would run a business with disdain for the bottom line. 

By the end of the decade, I was, perhaps, marginally wiser — after setting 
up two companies, buying two others, witnessing a lot of skullduggery, and 
surviving the Nigerian civil war. A third acquisition opportunity presented 
itself, a medium-sized packaging manufacturer whose pesky balance sheets 
and income statements showed five years of losses. I figured the Syrian fam- 
ily that owned majority interest, besides being poor managers, was doing the 
same thing John Holt was doing — overloading import prices and thereby un- 
dercutting local profits in order to generate hefty kickbacks out of the coun- 
try. I offered ten times book value to buy the company, which Harvard 
students later studying the case unanimously agreed was evidence of tropi- 
cally induced dementia. After the acquisition, I purchased imported raw 
materials at much cheaper world-market prices, paid off all the debts in the 
first year, and then distributed generous dividends to myself and minority 
stockholders for years thereafter. These and a great many other experiences 
and observations in the 1960s and 1970s initiated my awareness of certain 
aspects of financial chicanery, in particular, how to make money disappear 

Raymond W. Baker, with a career in international business concentrated primarily in 
developing countries, is a guest scholar in Economic Studies at the Brookings Institu- 
tion. The views expressed in this piece are those of the author and should not be 
ascribed to the trustees, officers, or other staff members of the Brookings Institution. 


Copyright © 1999 by The Center for Strategic and International Studies and the 
Massachusetts Institute of Technology 
The Washington Quarterly • 22:4 pp. 29—46. 
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The bottom line is 
that anti-money- 
laundering efforts 
are not working. 


in one place and reappear in another. 

Over cime it has become clear that I was seeing only the tip of a global 
iceberg. In 1980s trading activities, I observed the means of moving money 
iliegaliy by others in some 20 countries, and in the early 1990s I carefully 
undertook highly structured, in-depth investigative work on this subject 
with more than 500 business owners and managers in a dozen countries. In 
1997 I talked at length with some 335 central bankers, commercial bank- 
ers, government officials, economists, lawyers, and sociologists in 23 coun- 
tries about this phenomenon.' What I have 
learned is surprising if not startling. 

Dirty money is an opaque subject, fraught 
with murky uncertainties, shunned by inter- 
national financial institutions and inad- 
equately addressed by government officials. 
Estimates of its magnitude, either made by 
others or developed in the course of w^ork 
leading to this article, suggest that roughly 
$500 billion to $1 trillion of international 
criminal proceeds and another unknown sum in the hundreds of billions of 
illegal flight capital- is sent across borders and deposited into private bank 
accounts annually. In the short term, perhaps half of this money comes to 
the United States and half goes to Europe, while some of the deposits in 
Europe eventually wind up in dcllar-denominated holdings. Criminal 
money has now likely accumulated to several trillion dollars in hard cur- 
rency assets, and tax-evading flight capital to perhaps a comparable 
amouni;. Western countries fight crime with one hand and welcome dirty 
money with the other hand, in contradictory practices long on tradition 
and short on thoughtful analysis. Disingenuous hand-wringing substitutes 
for action on both sides of the Atlantic. Addressing the dirty-money prob- 
lem suffers from a lack of will, not a lack of solutions. 

The two components ot dirty money differ in origin and hence in the de- 
gree of their illegality. First, money that has a serious criminal antecedent, 
defined by many countries as drug trading and by the United States and 
some other countries as also including counterfeiting, espionage, gun run- 
ning, extortion, kidnapping, toxic waste, nuclear materials, slave trading, 
alien smuggling, and more is referred to as “laundered" as it passes through 
financial systems. Furthermore, it is illegal to knowingly receive such money 
in the United States and other countries that have adopted anti-money- 
laundering legislation. 

Second, money that arises from corruption, tax evasion, and currency 
smuggling is referred to as “illegal flight capital" as it exits the home coun- 


The Washington Quarterly ■ Autumn 1999 



1063 


Loophole in the Free-Market System | 


try. The generation of this money is illegal in countries from which it comes; 
however, it is almost always legal to receive such money elsewhere, includ- 
ing in the United States, Europe, the Middle East, Asia, and a host of tax 
havens around the world. 

Money Laundering 


I was recently told in Frankfurt that 99.99 percent of the criminal money 
that is presented for laundering in Germany is believed to pass successfully 
through the banking system’s regulatory roadblocks and into secure depos- 
its. In Zurich, an estimate from the Swiss central bank was the same. In 
Washington, Treasury Department officials left off the second decimal and 
said that 99.9 percent of laundered money is safely deposited into U.S. 
banks. The bottom line is that anti-money-laundering efforts are not work- 
ing. Officials know it but claim they cannot figure out why. 

The U.S. Bank Secrecy Act^ has since 1972 required financial institu- 
tions to report to the Treasury Department cash deposits of a certain magni- 
tude — now $10,000 or more — or any pattern of suspicious transactions. 
This requirement has led banks to set up costly compliance offices and to 
adopt “due diligence” procedures, placing responsibilities on bank managers 
to “know your customer,” so that large and repetitive cash deposits or un- 
usual transfers can be spotted. Under U.S. prodding, most European and 
some other countries have set up similar procedures, although only 10 na- 
tions can be said to exercise marginally active oversight.’’ 

Despite the fact that for more than 25 years money laundering has not 
been curtailed to any perceptible degree, law enforcement officials proudly 
point out that the cost of laundering has risen. Criminals paid only 5 per- 
cent or 6 percent in commissions some years ago, whereas it now costs 
around 20 percent.^ Criminals laundering money still circumvent the road- 
blocks; it just takes more time and ingenuity. 

For a small, local drug distributor in the United States or Europe with a 
take of a few million dollars a year, the simplest way to launder cash without 
detection is “smurfing” — using a few innocuous-looking bag men to deposit 
random amounts of less than $10,000 into variously named accounts at 
many different banks. Due diligence rarely catches this activity. 

Drug kingpins, however, with hundreds of millions of dollars in cash in 
assorted denominations, weighing several tons and occupying a volume 
larger than the drugs themselves, have a more onerous laundering task. 
Smurfing will not work because it would require hundreds of innocuous- 
looking bag men making repeated trips to the banks, not to mention the 
control problems arising from those bag men foolish enough to try to ab- 
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scond with their day’s deposit. Using cash to live high and buy cars and 
houses is not very smart and fails to soak up much of the hundreds of mil- 
lions. So basically the kingpins are left with two choices, both of which 
move the transaction into the international arena — ship cash or ship goods 
overseas. 

“Mules" carry briefcases or suitcases with hundreds of thousands of dol- 
lars of cash for deposit into Caribbean banks, though this is risky. More 
commonly, bundles of dollars are concealed in refrigerators, overstuffed fur- 
niture, machinery, industrial products, coffins, or even dead bcxlies for ship- 
ment to Mexico, Panama, Colombia, Nigeria, Pakistan, or almost any other 
country with lax regulations where large dollar deposits into branch banks 
are enthusiastically welcomed. 

Alternatively, the cash can be spent to buy something else that can cross 
borders. Retail businesses or chains that already deal in large amounts of cash 
are a natural supply source. For example, a transaction can be made for ship- 
ment of $5 million worth of appliances or electronics, for which the kingpin 
will pay $6 million, thus giving the seller 20 percent for laundering services. 
The seller feeds this $6 million into his normal cash receipts and deposits. 
The kingpin takes delivery of the goods in another country, sells them and de- 
posits the 15 million or so in bank accounts. Then without much difficulty 
this money can be transferred back to the United States or Europe. 

There are huge numbers of variations on these themes of moving cash or 
goods or for that matter services or securities across national borders. But 
what is most striking is that those doing the laundering have not invented 
any new ways of transferring money from one place to another. They have 
merely stepped into the same channels that have been developed and used 
for years and years by businessmen and bankers — the processes of moving il- 
legal flight capital. 

How to Get Rich and Hide Money 


Flight capital has both a legal and an illegal component. The legal compo- 
nent arises when someone decides to diversify assets into another country 
and does so properly by using after-tax money, complying with necessary 
documentary regulations, and retaining the asset on the books of the entity 
from which it is transferred. Most, though certainly not all, of the money 
that recently fled from Asia constituted legal, surplus funds seeking safety 
from exchange risks. While sudden transfers introduce volatility into global 
capital movements, the absence of controls spurs foreign investment in open 
markets and has been demonstrated to be generally beneficial to nations fo- 
cusing OR growth. 
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Illegal flight capital is another matter entirely, as can be seen by under- 
standing how it works. The most widely used but least glamorous means of 
generating illegal flight capital is the falsification of foreign trade prices, 
usually overpricing imports and underpricing exports. This practice is done 
secretly and almost never put in writing. For example, a business manager or 
owner in Venezuela negotiates to purchase machinery from a U.S. manufac- 
turer. He requests that the $1 million price be increased by 10 percent so 
that upon payment of $1.1 million for the machinery the extra $100,000 is 
to be deposited into his private bank account in the United States. This 
overpricing is illegal under Venezuelan law; it evades taxes, and the money 
paid disappears from the assets of the com- 
pany and the country. 

Similarly, an exporter of art works in 
Ukraine can sell her paintings, sculptures, 
and icons to a West European dealer for, say, 

50 percent less than their negotiated value, 
with the understanding that when payment is 
made the extra 50 percent will be deposited 
into her German bank account. Again, ille- 
gal; the funds evaded taxes and disappeared 
from any record in Ukraine. 

The second most common means of gener- 
ating illegal flight capital is corruption — stealing — by government officials. 
Mobutu Sese Seko of Zaire, now Congo, and Ferdinand Marcos of the Phil- 
ippines were world renowned for their thievery, both reportedly able to have 
money transferred directly from central bank reserves to their overseas per- 
sonal accounts. Other leaders with less power, such as Stroessner of Para- 
guay, Craxi of Italy, and Houphouet-Boigny of ivory Coast, were more likely 
to use middlemen to arrange government contracts or licenses or conces- 
sions in return for payments of huge bribes, always into foreign bank ac- 
counts. And such corruption is not limited to heads of state. There is ample 
record of ministers, civil servants, directors of government-owned utilities, 
airlines, and ocher corporations, as well as ambassadors and generals, play- 
ing the flight-capital game through kickbacks paid abroad on everything 
from armored personnel carriers to the embassy catering bill. 

A third form of illegal flight capital involves black-market currency deals 
and petty smuggling. An expectant traveler goes into a back alley, converts 
pesos to dollars, and hopes to avoid a search when passing through customs. 

There are many other ways the same end is accomplished, including pay- 
ing for imports and exports that do not exist or for services never rendered, 
cross trading through cooperative brokers who eventually lose one leg of the 


Money laundering 
is easy because 
illegal flight capital 
is pursued and 
facilitated. 
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deal, transferring business and property ownerships offshore without repatri' 
ating full compensation, and carefully constructing bank transfers of un- 
taxed funds. And while all of these additional methods are important, it is 
extremely difficult to estimate their magnitude. 

Many observers think that illegal capital flight is a temporary reaction to 
unstable conditions in countries from which it comes, that is, short-term 
money parked outside to avoid threat of Confiscation or to evade taxes or, 
like its legal counterpart, to minimize inflation and exchange risks. The ar- 
gument accompanying this idea is that once a country confidently achieves 
stability, the incentive for illegal flight capital will disappear. Similarly, these 
observers say that money arising from government corruption will decline 
with democracy, accountability, and the rule of law. While all of this has an 
element of truth, it demonstrates a misunderstanding of the most basic rea- 
son for these illegal flows and the role of western businesses and financial 
institutions in serving this demand. 

The primary motivation for illegal flight capital is the hidden accumula- 
tion of wealth. It is about getting rich secretly and avoiding pressures to dis- 
tribute profits locally. For that Venezuelan businessman who had $100,000 
deposited into his foreign bank account, not another person in Venezuela 
needed to be aware of that transaction. The same is true for the government 
official who has a bribe paid into his foreign account. Concealed payments 
made on verbal agreements allow both of these individuals to gain, while 
avoiding demands from relatives and in-laws or from employees and manag- 
ers or from ocher government officials to share the riches. The secret amass- 
ing of wealth is what keeps this business going long after a country has put 
its affairs in order. 

Besides the push by foreign commercial elites and government officials 
for flight capital abroad, there is a pull exerted by Western companies and fi- 
nancial institutions. Americans, Europeans, Japanese, and others legally pay 
kickbacks on transactions with foreign private interests. This is routine in 
winning and maintaining export and import orders in soft currency markers, 
and, w^hile the practice abets breaking tax and other law's in chose countries, 
it rarely breaks laws in the industrialized countries. 

Bankers from these same Western countries approach foreigners to make 
arrangements for the movement of flight capital, advising how other cus- 
tomers have done it, providing introductions to overseas traders, offering to 
assist with necessary credits and documentation and ultimately managing 
the accumulating funds in their private banking departments. While I was 
in New Delhi recently, a Swiss banker was calling on potential customers of- 
fering to set up private accounts in her bank, even though it is against the 
law^ for Indians to have such accounts out of the country. 
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The U.S. Foreign Corrupt Practices Act* makes it illegal to pay bribes to 
foreign government officials but says nothing about bribes to foreign private 
citizens. An American machinery salesman taking two managing directors 
to lunch in Southeast Asia, both heads of vegetable oil mills, one govern- 
ment-owned and the other a private enterprise, risks a jail term for bribing 
the director of the government mill and gets a pat on the back from his boss 
for bribing the director of the private firm'. And, of course, the American's 
competitors from most other countries can bribe both managing directors 
with impunity, although we have finally persuaded the Europeans to con- 
sider enacting legislation similar to our own, with prohibitions against brib- 
ing government employees and officials. 

Meanwhile, the best informed legal experts in the United States and 
abroad confide that what appears to be a majority of U.S. Fortune 500 com- 
panies circumvent the FCPA by a multitude of means, including agents’ 
commissions, parallel transactions, countertrade deals, and charitable trusts, 
among others. Arms manufacturers are particularly pliable. A prominent ex- 
patriate lawyer in the Middle East explained the way he does it as follows: 
Weapons sales generally involve requirements for support services such as 
training, maintenance, and software updates. Defense and military officials 
in the purchasing country typically request that these ancillary services be 
provided through a joint venture company between the arms manufacturer 
and local participants. Entities for this purpose are incorporated offshore, 
often in a tax haven such as the British 'Virgin Islands, with joint venture 
partners who are relatives or friends of the officials. 'While doing no work, 
these partners share in the venture’s bloated revenues, passing the funds 
along to their principals. As long as the U.S. firm had no “intent” to bribe, 
these arrangements are overlooked by regulators anxious to maintain the 
flow of U.S. weapons and influence. 

The desire of foreign private citizens and government officials to accumu- 
late hidden wealth is accommodated attentively and creatively by 'Western 
businesses and banks. And by accommodating this activity — this movement 
of flight capital that passes illegally out of one country but almost aiv/ays le- 
gally into another country — they are providing exactly the same channels 
through which criminal money is laundered. 

Money, Money, Money 


One of the difficulties in dealing with this subject is arriving at believable 
estimates of the magnitude of illegal flows. A 1997 United Nations report 
estimates the international drug trade alone at $400 billion a year' — 8 per- 
cent of world commerce. The Financial Action Task Force in Paris, an anti- 
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money-laundering coordination group, has been attempting to consolidate 
money laundering estimates from its members, with $500 billion annually 
being a commonly mentioned figure. 

Measuring flight capital is complicated by the intermingling of its legal 
and illegal components. International trade and financial statistics make no 
effort to distinguish between the two, and therefore the illegal portion re- 
mains almost completely invisible in such data. For example, on that trans- 
action by the machinery manufacturer with the Venezuelan customer, as far 
as U.S. export and Venezuelan import statistics are concerned, that machine 
was worth $1,100,000. Using every available piece of official data, there is 
no way to demonstrate that money was diverted into a private account. 

The aspects of illegal flight capital which lend themselves to rough esti- 
mation are those which involve cooperation between parties in Western na- 
tions and counterparts in developing and transitional economies. Other 
aspects of the phenomenon, where money goes out of a country directly into 
a tax haven, are virtually impossible to fathom. 

1 have developed techniques for measuring illegal flight capital that oc- 
curs through price manipulation. For example, a selection can be made of 
several hundred documents covering imports into and exports out of a for- 
eign country. Prices on these transactions can be checked by negotiating 
fresh quotations on the same items under the same terms with the same sup- 
pliers, but with different destinations to disguise the inquiry. This process, 
and others, can reveal a pattern of mispricing, and such a pattern can be 
tested by additional investigative methods that focus specifically on kick- 
backs paid abroad.^ 

Based on such work, the proportion of foreign trade transactions that are 
falsely priced going into or out of Latin America is indicated to be between 
45 and 50 percent, with Argentina, Brazil and Venezuela all falling within or 
close to this range. Mispricing levels average more than 10 percent. Multi- 
plying these two percentages produces an estimated flight capital compo- 
nent for Latin American trade of 5 percent, amounting to $25 billion to $30 
billion annually. 

For Africa, 60 percent of trade transactions are indicated to be mis- 
priced, by an average of more than 11 percent, resulting in a flight capital 
component of 7 percent on African trade, totaling $10 billion to $15 billion 
annually. Ivory Coast and Nigeria exceed the 7 percent norm considerably. 

One of Russia’s unsolved problems is that payments for many export ship- 
ments of oil, gas, minerals, diamonds, gold, and basic manufactured goods 
are made in foreign currencies, which are deposited abroad and never con- 
verted into rubles despite prevailing regulations, creating effectively a 100 
percent flight capital component, totaling $15 billion to $25 billion per year.. 
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Other Commonwealth of Independent States (CIS) countries, in particular 
Ukraine, Belarus, Uzbekistan, and Kazakstan, are notoriously porous, add- 
ing $5 billion to $10 billion or more to flight capital flows. 

Measuring price manipulation into and out of the Middle East is compli- 
cated by the fact that the recycling of petrodollars makes it unclear what is 
and is not legal. Nevertheless, omitting oil exports from kingdoms and sul- 
tanates, the remainder of Middle East trade 
produces flight capital on the order of $5 bil- 
lion to $10 billion annually. Indonesia, Paki- 
stan, India, Thailand, and Burma alone 
generate another $5 billion to $10 billion. A 
similar estimate could be made for East 
Asian countries, including principally Hong 
Kong, South Korea and the Philippines, be- 
fore the 1998 currency crisis accelerated the 
drainage. And semi-official figures given to 
me in Beijing indicate that mainland China’s 
illegal outflows are at least $10 billion a year 
and probably more. 

As to theft by corrupt government officials that results in flight capital, 
the biggest offenders in recent years certainly include Russia, Iraq, Nigeria, 
Congo, Venezuela, Pakistan, Algeria, Egypt, Indonesia, Burma, the Philip- 
pines, South Korea, Mexico, Paraguay, Peru, Panama, Haiti, Ivory Coast, 
Kenya, Italy, and lately the People’s Republic of China. In many other coun- 
tries, ambitions may be large, but treasuries are rather small. 

If a country keeps modestly accurate trade and financial data, those sec- 
tors of the economy which are controlled by the government can be reveal- 
ing. For example, at the request of a successor government, a Nigerian 
economist recently examined oil income received by the preceding govern- 
ment. He found that during the Persian Gulf crisis, when petroleum prices 
shot up, $12.2 billion of Nigeria’s receipts escaped adequate accounting. 
Saddam Hussein of Iraq has similarly tapped oil revenues in the past to se- 
crete billions overseas. 

For leaders and officials without dictatorial powers, transfers expropriated 
and bribes paid abroad can be estimated only in the short term. Some cre- 
dence must be given to reports by other government officials, traders, bank- 
ers, Western ambassadors, and embassy economic officers who may have a 
good idea of the prevailing level of corruption and the amount of that cor- 
ruption that ends up overseas. 

Reasonably well-informed estimates of flight capital through this kind of 
official corruption put the figure at a minimum of $20 billion per year and 


Addressing the dirty 
money problem 
suffers from a lack of 
will, not a lack of 
solutions. 
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possibly as high as $40 billion per year. While many second-echelon officials 
get away with their ill-gotten gains, the success rate for heads of state is 
hardly encouraging. Mobutu was usually holed up in his hometown palace or 
one of his foreign villas. Marcos was driven out. Craxi of Italy is on trial in 
absentia. Noriega is hardly enjoying the Florida sun. “Baby Doc” Duvaiier, 
Haitian in exile, is broke. Carlos Salmas was certainly uncomfortable when 
he briefly returned to Mexico. Daniel arup Moi of Kenya is under pressure. 
Samuel Doe, the deposed head of Liberia, was tortured and mutilated while 
being asked for his Swiss bank account numbers, as I saw in a gruesome 
video which was made shortly before his execution. 

The total flow of these components of illegal flight capital is in this analy- 
sis about $100 billion to $150 billion per year, and an average of $100 billion 
annually is probably a very conservative figure. Other components that do 
not usually depend on Western involvement may be larger. 

The Importance of the Issue 


The consequences of Western solicitation and acceptance of illegal flight 
capital and the correlative flow of laundered criminal money are huge. For 
the United States the documentation is well reported — drugs in society, 
gang warfare, drive-by shootings, an expanding prison population, racial 
tensions, inner-city decay, threats to a generation of urban youth, and par- 
ents deeply concerned about the potential impact of crime and drugs on 
children. What has not been well reported is that money laundering, the key 
to this activity, is almost universally successful. 

Besides drug dealers, other international criminal organizations, includ- 
ing terrorists — Osama bin Laden, for example — likewise benefit from having 
clandestine channels readily available for moving hot money around the 
globe. Trade in nuclear, chemical, and biological weapons components has 
reached alarming proportions, certainly in the hundreds of millions of dol- 
lars if not considerably more. When Saddam Hussein and Muammar 
Qadhafi purchase machinery and materials for this purpose, they set up 
elaborate dummy corporations and circuitous money laundering procedures 
to cover their transactions, easy to do in the Middle East where billions in 
illegal money pass to Europe regularly. 

Money laundering’s fellow traveler, illegal flight capital, badly under- 
mines U.S. and European foreign policies. The total of all U.S. foreign aid 
and the bilateral assistance of all other countries of the Organization for 
Economic Cooperation and Development (OECD), as well as all World 
Bank financing going into developing countries and former Communist 
stares amounts to about $50 billion a year. This is completely offset by the 
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$100 billion a year that comes back out of recipient countries with Western 
complicity into private bank accounts abroad. Flight capital drains hard cur- 
rency reserves from poorer states and transitional economies and, in the 
process, heightens inflation, reduces tax collection, worsens income gaps, 
cancels investment, hurts competition, undermines free trade, and solidifies 
the permanence of poverty. A Western focus only 
on the dispersing side of the development equa- 
tion — foreign aid, World Bank financing, Inter- 
national Monetary Fund (IMF) credits, and so 
forth — while ignoring the illegal return cash 
flows of greater magnitude, is woefully inad- 
equate to the challenges of poverty, development 
and globalization. 

The consequences in major regions of the 
world are severe. Russia has suffered the greatest 
theft of resources that has ever occurred from 
any country in a short period of time — $150 bil- 
lion to $200 billion in a decade. This is the low end of figures (which go as 
high as $350 billion) compiled by premier economists in the country and is 
an amount substantially more than the $120 billion^ in economic assistance 
given to Russia by Western governments, the World Bank, and the IMF 
combined. Foreign bankers have marketed aggressively in Moscow and other 
cities, and European vaults are bulging with Russian flight capital. Cyprus 
has been a popular ex-Communist money laundromat, now supplemented by 
Malta, Gibraltar, and Lebanon, with major transfers going to deposit ac- 
counts and real-estate purchases in Switzerland, Germany, France, England, 
Spain, Turkey, and especially Israel. 

In the volatile Middle East the gap between individuals with hundreds of 
millions, even billions, spirited out of the region and others tied to mud and 
stone villages is explosive. Islamic fundamentalism is preached principally in 
the mosques of the poorer strata of society. The numbers living in poverty in 
Egypt have soared in recent years, while government officials bragged to me 
about forcing one corrupt executive in a state-owned firm to repatriate $50 
million from Switzerland to Cairo. 

In Saudi Arabia, corruption and flight capital are neither illegal nor tax 
evading. Kickbacks to government officials are acceptable so long as the 
level is not offensive to the king, and there are no income taxes of signifi- 
cance to evade. Thus, $400 billion of private Saudi money is in foreign ac- 
counts, and resentment is rising over the excesses of the royal family. 

Latin America has been exporting illegal flight capital throughout the 
twentieth century. Currently, Swiss bankers report that they see no diminu- 
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tion but rather continued increases in flows out of Latin America into pri- 
vate accounts.'^' In the 1970s and ’80s most Latin American governments 
were collecting only a fraction of lawful taxes and were experiencing 
heavy illegal capital flight through the overpricing of imports. So they in- 
stalled value-added taxes of about 20 percent on imports and legalized 
outward capital transfers to try to remove the incentive for illegal transac- 
tions. Many sectors of the business community immediately reversed their 
modus operandi. As an example, in Argentina they now substantially un- 
derprice their imports to escape value-added taxes (VAT) and operate 
part of their businesses completely off the books to generate side revenues. 
They then take these unrecorded revenues to the bank to make a legal 
capita! transfer abroad, which is in fact a trade payment for the balance 
due, plus the traditional extra component, on their underpriced imports. 
Thus, for Latin American governments, tax collection is not much im- 
proved and flight capital is not much diminished, because the primary mo- 
tivation for this illegal activity still remains — the concealment of 
accumulating wealth. And, furthermore, because of this practice, Latin 
American trade and capital statistics are intermixed or mislabeled to the 
tune of 5 percent or more yearly, making it impossible to know accurately 
the status of these “emerging markets.” 

Finally, Africa, the world’s most despoiled continent, has had a greater 
portion of its resources stolen than any other part of the world. There are 
thousands of businesses in Africa which operate at the break-even point or 
marginally in the black or even in the red with local currency replenishment 
in order to provide continuous flight capital out of the continent. Ever since 
African countries became independent, dictators, corrupt government offi- 
cials, and wealthy businessmen have been called on by bankers from the 
United States, England, France, Germany, and Switzerland seeking their 
money. In the time it takes to read this article, illegal flight capital out of 
the continent equal to the annual incomes of at least ten thousand Africans 
is being deposited into Western accounts. And this does not include the 
greatest example of price manipulation known to have occurred and con- 
tinuing to this day, according to a prominent central banker: a century of 
diamond exports out of his country at essentially zero value, to be graded, 
cut, and sold abroad, with only a small portion of profits brought back to 
keep mining operations going. The World Bank estimates that nearly 40 per- 
cent of Africa’s accumulated wealth, which might be contributing to basic 
necessities of life, is instead in foreign accounts, strengthening Europe and 
the United States. 

A half-century ago it was said that Western countries should assist by 
whatever means necessary movements of money for Holocaust victims, 
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families escaping Eastern Europe, Arabs fleeing domestic turmoil, Chinese 
businessmen departing the mainland, and more. In the chaos of earlier 
times, that was no doubt true. But today, the $100 billion yearly flow in ille- 
gal flight capital which the West facilitates fails to serve any legitimate pur- 
pose the United States and Europe have. Western economies are not 
dependent on this inflow, and Western governments and financial institu- 
tions should not be targeting the foreign exchange assets of weaker trading 
partners, eroding the tax bases of friendly countries around the world. Fur- 
thermore, and perhaps most important to Americans and Europeans, this 
$100 billion of illegal flight capital provides cover for $500 billion or more of 
criminal money laundering. These are two rails on the same tracks through 
the international financial system. Trying to restrain movement on the 
money laundering rail while going full speed ahead on the flight capital rail 
is not possible. When we determine to curtail illegal flight capital, the prob- 
lem of criminal money laundering will substantially decline. 

The Maginot Line 


Several arguments have been offered in defense of the status quo. First, it is 
suggested that any attempt to correct the illegal flight capital situation 
would restrict free trade. The truth is just the opposite. When a buyer and 
seller get comfortable in an arrangement that generates flight capital in a 
convenient, secret manner, it is almost impossible to break that arrange- 
ment. A friend of mine recently called on the managing director of a poten- 
tial corporate customer in Africa to offer linerboard (paper to manufacture 
corrugated cartons). His sales terms were identical, and his prices were sig- 
nificantly lower than the user was paying. After the meeting, a second per- 
son, the purchasing manager, walked with him out of the factory and said, 
“Forget it; the current supplier handles the M.D.’s commissions in Europe." 
I have observed this situation repeated hundreds of times. Removing the 
flight capital component would open trade and stimulate competition. 

Second, it has been argued that any country acting against false invoicing 
will lose the commerce that is tied to this practice, as trading partners in 
other countries take their business elsewhere. This is the same argument 
that was offered in opposition to the U.S. Foreign Corrupt Practices Act. In 
fact, in relative terms, little harm accrued to U.S. trade resulting from this 
act, and Europeans are now moving toward adoption of anti-corruption po- 
sitions similar to those enacted by the United States two decades ago. As 
with the corruption issue, U.S. leadership on the illegal flight capital prob- 
lem would be highly beneficial. 

Third, it has been pointed out that transfer pricing between parent and 
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subsidiary can be a form of flight capital. For example, pharmaceutical and 
chemical companies often charge their foreign affiliates as much as five or 
ten times home-country prices for proprietary items exported to them. 
While these situations work for a while, government scrutiny, customs in- 
spections, external price verification services, and normal competitive forces 
usually restrain such activities over time. 

The toughest laws against illegal flight capital via exaggerated transfer 
pricing exist in, of all places, the United States. Throughout the 197Cs and 
’80s, the Internal Revenue Service (IRS) was frustrated with many foreign 
subsidiaries operating locally, particularly Japanese ones, because they re- 
ported minuscule profits and therefore paid little or nothing in U.S. taxes. 
Often, such firms were overpricing their exports of component parts and 
finished goods to the United States, so that margins were transferred back 
to the parent company within the selling prices of the items and not accu- 
mulated on their American subsidiaries’ books as profits. Under regulations 
that were strengthened in the 1990s, the IRS can now levy taxes on reason- 
ably estimated U.S. profits that would have been earned had not transfer 
prices been excessive, and if the subsidiary chooses to dispute the assess- 
ment, the parent company must provide access to corporate pricing data. 
Thus, while the United States reacts with resolve on pricing that takes capi- 
tal out. the nation's laws support mispricing that brings capital in. 

Finally, it is argued that flight capital turns around and goes back from 
whence it came when investment conditions become favorable. While it is 
true that legally transferred flight capital often returns, the illegal compo- 
nent seldom does. That Venezuelan mentioned earlier is unlikely to bring 
his $100,000 back, because he would not want to admit that he generated 
that money illegally in the first place. Private bankers know that flight capi- 
tal, once out, rarely returns. The greater part, by far, of this wealth, moti- 
vated by its hidden accumulation, constitutes a permanent outward transfer. 

Ends and Means 


Isaiah Berlin, in his 1958 lecture at Oxford, “Two Concepts of Liberty,” said, 
“Where ends are agreed, the only questions left are those of means, and 
these ... are technical, that is to say, capable of being settled by experts or 
machines like arguments between engineers and doctors.”" Of course, Ber- 
lin was a philosopher, not a law'yer or politician or Wall Street banker. 

According to a high-ranking U.S. Treasury Department official, the pur- 
suit of tax-evading flight capital out of other countries has been supported 
as a matter of U.S. policy. Another Treasury official advised an executive 
vice president of a West Coast bank that his institution should open a 
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branch in the Caribbean to capture its fair share of flight capital. 

U-S. bank regulators point out that a perception ot foreign tax evasion is 
supposed to generate a suspicious-transactions report from financial institu- 
tions. Yet, banks in major money centers handle thousands ot foreign trade 
documents and make deposits within their banks from those transactions to 
accounts belonging to the foreign trading partners, fully aware that tax eva- 
sion is the purpose. 

An ex-Scotland Yard detective and expert on money laundering sug- 
gested to me in London that commercial banks cooperating with anti- 
money-laundering procedures know that 
such efforts cannot work. Just as 1 felt cer- 
tain this viewpoint was excessively cynical, 
two Swiss bank compliance officers showed 
me their two-page policy declarations dem- 
onstrating how aggressively their institu- 
tions fight illegal flight capital. Knowing 
something about business and banking. I 
read and criticized their elaborate state- 
ments, obtaining a confirmation from each 
that the only thing meant by these legal ob- 
fuscations was that bank officers themselves 
should not physically transport cash, gold, or negotiable instruments from 
one country to another on behalf of their clients. 

Sen. John Kerry, in his wake-up call about international crime. The New 
War,^’ says that the nations of the world “must agree both on a consistent 
system of laws and a consistent system of punishment” regarding illicit fi- 
nancial dealings. But the attainment of that goal is far off, requiring decades 
to reach consensus. An open letter to Congress published in major U.S. 
newspapers in February 1998, signed by 139 former presidents, secretaries of 
state, cabinet officers, national security advisors, senators, and current cor- 
porate CEOs, called on Congress to “insist on greater financial transpar- 
ency”‘' in the global system. Given an appropriate level of will, the initial 
steps that can be taken are straightforward. 

First, Western governments need to get much more aggressive in expos- 
ing corruption by foreign government officials and in seizing assets of such 
officials in or out of office. The United States froze the assets of Raoul 
Cedres and his clique and thereby contributed to their departure from Fiaiti. 
Some of the assets belonging to Ferdinand and Imelda Marcos in the United 
States and Switzerland have been identified, though not yet returned to the 
government of the Philippines. The rationale for letting Mobutu keep his 
stolen billions was that he was a Cold War ally, a premise that has now lost 
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relevance. Western democracies should have a higher level of intolerance 
for serving as repositories of ill-gotten gains. Tools for seizing or freezing as- 
sets of corrupt leaders are available but underutilized. 

Second, multinational corporations should be urged by commerce and 
treasury departments of Western countries to discontinue over- and under- 
invoicing to facilitate flight capital for foreign private interests. This prac- 
tice is the dirty underside of international trade and should not be part of 
the negotiating tools of respectable companies. But no one has said this pur- 
posefully to major corporations, and, since it is legal, it is commonly done. 

Third, the World Bank and the IMF need to address seriously the issue of 
illegal flight capital. Unfortunately, at the highest levels there is a close rela- 
tionship between development bankers who hand money out to needy na- 
tions and private bankers who take at least twice as much back from these 
same nations, while at the middle levels there is a revolving door from the 
World Bank and IMF to leading commercial and investment banks world- 
wide. The result is that illegal flight capital, a sensitive issue, is not dis- 
cussed in polite circles, and the goals of the World Bank and IMF are 
undermined in the process. 

Fourth, nations that want to curtail the most common means of generat- 
ing illegal flight capital, which occurs through the falsification of trade 
prices, can do so simply with two signatures, the buyer's and the seller's, on 
a routine trade document that says that the stated price is the actual price, 
without any element of mispricing for the purpose of creating value or ben- 
efit for a citizen of that nation in his country or in a foreign jurisdiction. 
Such a document, in the appropriate legal language of the country, can be 
backed by inspection and price-verification services in adopting nations, al- 
ready common practice, buttressed with penalties for violations. Responsible 
buyers and sellers would not sign such a document and then risk paying 
kickbacks as usual, particularly in face of the possibility of fines or sanctions. 
With two signatures, the most prevalent component of illegal flight capital 
can be significantly curtailed. 

Fifth, a Swiss banker cut to the core of the problem with what he would 
like to see adopted as standard procedure by his very prominent bank and 
other U.S. and European institutions: “one signature." Specifically, deposi- 
tors should be required to sign a document stating that the deposit being 
made by any noncitizen, whether an individual or a company, is money le- 
gally earned and legally transferred. As he said, we do not have to get in the 
business of enforcing or abiding by other countries’ laws, but we can tell our 
customers that we expect and require them to do so. Building on that, the 
international system can move toward the cooperation and consistency 
called for by Senator Kerry and others. 
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The combinacion ot criminal money laundering and illegal flight capital 
constitutes the biggest loophole in the free-markec system. Drug kingpins 
and global thugs thrive because money laundering is easy, and money laun- 
dering is easy because illegal flight capital is pursued and facilitated. Neither 
the United States nor any other nation will effectively curtail the one while 
at the same time soliciting the other. 

Encouraging and facilitating the flow of tax-evading money out of devel- 
oping and transitional economies contradicts the reason d’etre for foreign 
aid and belies the purposes of the international financial institutions. More- 
over, it contributes to widening income disparities between rich and poor 
and diminishes the lives of billions of people. 

The breakthrough that is required is a clear reversal of current positions. 
Instead of supporting the movement of illicit funds between countries, we 
should do just the opposite — make it clear that this relic of an earlier, frag- 
mented world is no longer acceptable. 

Isaiah Berlin was, in a narrow sense, right; “where ends are agreed,” the 
rest is technical. 
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I. Introduction 

Madam Chairman, Senator Levin, and members of the Subcommittee, my name is Ralph Sharpe 
and I am the Deputy Comptroller for Community and Consumer Policy at the Office of the 
Comptroller of the Currency (OCC). We appreciate this opportunity to testify on private banking 
activities and the vulnerability of private banking to money laundering. Money laundering, 
namely the movement of criminally derived funds for the purpose of concealing the true source, 
ownership, or use of funds, is a serious domestic and international law enforcement problem and 
we commend the Subcommittee for focusing attention on the problems that it poses. 

The Office of the Comptroller of the Currency (OCC) has a longstanding commitment to combat 
money laundering and to address this problem in the banks that we supervise. We share the 
Subcommittee’s belief in the importance of preventing U.S. financial institutions from being used 
wittingly or unwittingly to aid in money laundering. As part of our efforts to combat money 
laundering in private banking, we are focusing on the risks associated with the increasing size, 
complexity and global reach of private banking, and we have taken a number of steps to prevent 
the misuse of national banks for money laundering. We are also committed to working with the 
law enforcement community to assist in the investigation and prosecution of organizations and 
individuals who violate the law and engage in money laundering. 

My testimony today addresses the issues you raised in your invitation letter. I will begin by 
describing the nature of private banking, the statutory and regulatory requirements, the 
TOlnerabilities of private banking, techniques banks may use to protect themselves against these 
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vulnerabilities, and the examination procedures OCC uses to address potential money laundering 
in all aspects of a bank's operations, including those relating to private banking. I will then 
discuss our review of Citibank's anti-money laundering programs, including those carried out in 
the bank's private banking department. Then, I will discuss our experience in obtaining customer 
information from banks supervised by the OCC in foreign jurisdictions, and OCC initiatives to 
combat money laundering. I will conclude by addressing the Administration’s National Money 
Laundering Strategy of 1999 and how it should enhance our ability to deal more effectively with 
the many challenges presented in this area. 

11. Background 

Broadly defined, private banking involves providing a wide range of financial services to high 
net- worth customers. Based on an informal 1 997 OCC examiner survey of several large banks 
supervised by the OCC, the typical private banking customer has assets of between $1 million to 
$5 million available for investment. Of course, these figures may be considerably less in some 
markets. 

Once a service provided only by European banks to a small number of wealthy clients, private 
banking has become a growing source of business for a number of banks in the United States, 
particularly larger banks. The United States has become the largest private banking market in the 
world and private banking services provide an important source of fee income for banks seeking 
to diversify and provide additional services to their customers. Continued expansion of private 
banking is likely as the number of high net-worth individuals grows. 
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Banks offer a mix of financial services under the umbrella of private banking. A relationship 
manager is typically the single point of contact for the private banking customer within the bank, 
identifying the needs of the customer and arranging for the delivery of products and services 
designed to meet those needs. These services often include: asset management relationships 
(trust, investment advisory, and investment management accounts), offshore facilities, custodial 
services, funds transfer, lending services, checking accounts, overdraft privileges, letter of credit 
financing, bill-paying services and tax and estate planning. There is no uniform structure for the 
location of private banking activities within a bank. Private banking activities may be conducted 
within a separate unit of a bank, or may be interspersed throughout the bank according to product 
lines. Several national banks also operate as independent trust banks that offer private banking 
services exclusively. 

III. Statutory and Regulatory Requirements 

The Bank Secrecy Act (BSA), and its implementing regulations is one of the primary tools the 
government uses to fight drug trafficking, money laundering, and a host of other crimes. 

Congress enacted the BSA to attempt to prevent banks and other financial institutions from being 
used as intermediaries for or to hide the transfer or deposit of money derived from criminal 
activity. 

The reporting and record keeping requirements of BSA regulations create a paper trail for law 
enforcement to follow to trace drug and other illegal proceeds to their sources. The paper trail is 
used by the government to help identify, detect and investigate criminal, tax and regulatory 
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violations. It is used to deter illegal activity and to trace the movements of money into and out of 
the United States. Over the years Congress has amended the BSA to enhance its usefulness as a 
law enforcement tool while also reducing the regulatory burden. 

In addition to the BSA, in 1986 Congress made money laundering itself a criminal activity with 
the enactment of the Anti-Drug Abuse Act of 1986, which included the Money Laundering 
Control Act of 1986 (MLCA). The law prohibits any person from knowingly engaging in a 
financial transaction that involves the proceeds of a specified unlawful activity. 

The primary responsibility for compliance with the BSA and the anti-money laundering statutes 
rests with the nation's financial institutions themselves — they represent the front lines in the fight 
against money laundering. National banks have significant anti-money laundering 
responsibilities. As described in the BSA section of the Comptroller 's Handbook for National 
Bank Examiners (BSA Handbook), 12 CFR 21.21 requires national banks to establish and 
maintain adequate internal controls and independent testing, to designate an individual or 
individuals to coordinate and to monitor day-to-day compliance with the BSA, and to train 
responsible personnel. In addition, OCC regulations at 1 2 CFR 2 1 . 1 1 , require banks to report 
suspicious transactions and violations of law or regulation. An adequate BSA program must 
enable a bank to detect and report suspicious activity, including any such activity in its private 
banking department. 
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IV. Protecting Against the Vulnerabilities of Private Banking 

If a bank does not adequately maintain due diligence and compliance standards with associated 
internal controls, audit and management information systems, it may be exposed to money 
laundering. Specific vulnerabilities associated with private banking operations include the 
following: 

• Account Opening Procedures. 

Determining the identity and bona fides of high net-worth customers should generally be no more 
challenging to a bank than determining the identity of any other customer. However, the large 
dollar amounts involved, the potential for the existence of other beneficial parties and the 
complications of obtaining current and accurate information regarding these matters may present 
unique challenges. This is particularly the case when the customer is a foreign national and the 
source of the funds comes from outside of the country. Moreover, the desire of the customer to 
maintain a high degree of confidentiality can also serve to increase the difficulty of obtaining this 
information. 

• Compensation of Relationship Managers. 

The high dollar volume of private banking and resulting earnings for the bank and account 
officers pose additional challenges and potential vulnerabilities. In some private banking units, 
the pressure for increased income based on new business and compensation programs based 
solely on quantitative factors can cause bank officers to ignore or short-cut established controls 
and procedures designed to protect banks from money laundering. The prestige and specialized 


5 



1085 


treatment that private banking clients generally receive may also tempt a bank employee to 
sacrifice adherence to control procedures in favor of accommodating a client. This can also lead 
to a reluctance to follow up on indications of suspicious activity or to file suspicious activity 
reports. 

• Access to Account Information. 

U.S. banks may offer private banking services domestically or in their overseas offices. 

Some accounts are opened domestically, but supporting documentation relating to ownership, 
and background information, may be maintained in one or more foreign jurisdictions with 
stringent secrecy laws. Other accounts may be opened and maintained in such jurisdictions from 
the outset. In either case, such accounts can present significant barriers to access to information 
needed to fully determine the source of funds flowing into the account or the identity of 
beneficial owners. 

There are, however, a number of things that banks can do to protect themselves against these 
vulnerabilities. Many of these relate to money laundering in general; some relate more 
specifically to the vulnerabilities for money laundering in private banking operations. Listed 
below are a number of fundamental safeguards that should be employed to address and minimize 
the risk that a bank will be subjected to money laundering. 
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• Effective Account Opening Procedures, 

Effective account opening policies and procedures are fimdamental risk controls for private 
banking relationships. Effective procedures include the proper identification of the owners of the 
account, including beneficial owners, the sources of their wealth and their normal and expected 
tran.sactions. Bank management should have specific policies for employees who approve, 
accept and document new private banking accounts. To verify the legal and financial status of a 
business, the bank’s account opening process should require responsible bank personnel to 
identify the principal owners and should include a review of relevant documentation, such as 
articles of incorporation, partnership agreements, financial statements, credit reports and 
referrals. 

To the extent possible, banks should also have adequate documentation to allow for appropriate 
due diligence when opening accounts in jurisdictions with strong secrecy regimes. Banks should 
also ensure that they will have access to information during the life of an account so that it can be 
monitored appropriately. 

Customers brought in by a third party financial intermediary (e.g., investment advisors) may 
require particular attention. A bank should confirm that the intermediary maintains and adheres 
to adequate standards to verify the identity and legitimacy of its customers. Based on the bank’s 
assessment of the adequacy of this verification process, the bank should gauge its degree of 
confidence in relying on the third party’s customer review process. These standards should also 
be applied to recently hired private banking representatives who bring in new accounts . Banks 
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should also be cautious in establishing financial services relationships with intermediaries that 
refcse to provide their policies and procedures for accepting new accounts. 

In short, the bank should exercise the degree of due diligence necessary to determine what types 
of risks are included in opening a particular account and then ensure that adequate procedures are 
in place to identify and control those risks. 

• Monitoring for High Risk Activity. 

Private banking services are subject to the same anti-money laundering requirements as any other 
bank relationship. Banks should monitor high-risk customer activity in order to detect and report 
suspicious activity in a timely manner. 

Banks should evaluate accounts on a risk-grade basis, whether by type of business, geographical 
location, or bank product or service that may be more vulnerable to money laundering. While 
not all private banking accounts or relationships will fall into a higher risk category under this 
approach, those that do should be managed accordingly. For example, a high net-worth private 
banking client in the United States with an impoit/export business that trades with businesses 
located in a drug source country would clearly warrant more scrutiny than a lower net-worth 
demand deposit account with no international activity. 
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• Compensation and Oversight. 

Banks should design compensation programs that balance quantitative and qualitative factors and 
that provide measurement tools to assess employee performance in both areas. They should also 
ensure that account relationship managers are subject to the same or a higher degree of oversight 
and control as managers of other areas of operation that may expose the bank to risk. Internal 
controls, audit and compliance processes should ensure that account managers operate with 
appropriate oversight and are subjected to periodic audit checks, and banks should include 
private banking relationships in their suspicious activity identification programs. 

• Audit for Compliance with the BSA. 

Banks must have an independent testing or audit function for BSA compliance, including 
suspicious activity reporting. Audit programs should focus on high-risk accounts and should 
include comprehensive transaction testing. 

• Training for BSA Compliance. 

Banks are required to train all appropriate personnel with respect to their responsibilities to 
comply with the requirements of the BSA. Bank training programs should provide relevant 
examples of money laundering in the private banking area and should discuss bank policies and 
procedures, liability issues and regulatory requirements. In addition, the training program should 
provide for regular updates to ensure employees are kept current in bank policies and regulatory 
changes. 
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V. OCC Supen ision - Controls Against Money Laundering. 

The OCC conducts regular examinations of national banks, and branches and agencies of foreign 
banks in the United States, covering all material aspects of each institution's operations, 
including foreign offices. These examinations include reviews for compliance with the BSA and 
reviews of anti-money laundering efforts in various divisions of the banks, including lending, 
deposit taking, investments, fiduciary, international, wire transfer and private banking. The 
OCC’s BSA Handbook contains procedures designed to assess BSA compliance, as well as 
identify money laundering, in accordance with die mandate in section 404 of the Money 
Laundering Suppression Act of 1994, which required the federal banking agencies to develop 
enhanced examination procedures to better identify money laundering. The OCC developed 
these procedures in cooperation with the other federal banking agencies. 

The OCC's BSA examination procedures aid our examiners in determining whether national 
banks have established and maintained adequate compliance programs and management 
information systems to detect the possibility of money laundering in all aspects of their 
operations, including private banking. Specifically, the OCC conducts examinations to evaluate 
whether national banks have adequate systems in place to: (1) detect and report suspicious 
activity; (2) comply with BSA requirements; (3) establish account opening and monitoring 
standards; (4) understand the source of funds for customers opening accounts; (5) verify the legal 
status of customers; and, (6) identify beneficial owners of accounts. 
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To use our resources most effectively, the OCC conducts top-down BSA/anti-money laundering 
examinations in large national banks (defined as having $1 billion or more in assets). We begin 
with a review of policies, procedures and internal controls, which may be followed by more in- 
depth procedures in areas of higher risk. This review helps determine whether the bank should 
implement additional policies, procedures, systems or controls to comply with the BSA, and to 
prevent, detect and report money laundering. If the OCC identifies significant weaknesses in the 
bank’s systems, we will use our supervisory authority to ensure that the bank takes appropriate 
corrective measures. Similarly, if the OCC uncovers significant risks, the OCC will take steps to 
ensure that the bank is properly managing those risks. At the next scheduled exam, or sooner, 
OCC examiners will evaluate the adequacy of the bank’s corrective action. 

The OCC recently developed, and will soon test, expanded-scope BSA/anti-money laundering 
examination procedures for private banking. These procedures specifically address employee 
compensation programs, account opening standards, risk management reports, and suspicious 
activity monitoring of private banking activities. The procedures also focus attention on high- 
risk accounts, such as import/export businesses, private investment companies, accounts of 
foreign government officials from high risk countries, and high fee income accounts, 
concentration accounts, and nominee name accounts. 

VI. OCC BSA Supervision of Citibank, N.A. 

The OCC’s BSA examinations of Citibank in the 1990's began with a routine examination in 
1992. During this examination, the OCC advised the bank to establish and formalize a process to 
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identify high risk accounts, such as money service and cash-intensive businesses. 

The OCC's 1994 BSA examination identified the need to improve the bank’s compliance 
program in the private bank. Specifically, examiners found weaknesses in the bank's training 
program and the processes it employed to supervise its private banking account officers and 
ensure that the bank’s “Know Your Clienf’ standards were being followed. The OCC 
recommended that the bank establish procedures to monitor the activities of relationship 
managers to ensure the bank’s standards were not compromised through the unique client/banker 
relationship. 

In a series of examinations conducted in 1996, OCC examiners noted progress by the bank in 
correcting deficiencies that had been identified previously. The bank’s training program had 
been upgraded and the bank was in the process of implementing global policies regarding 
customer identification and source of wealth information. In developing its global policy, a 
number of revisions were made causing implementation to be re-started several times. 

In 1996, in recognition of a need to improve the bank’s “Know Your Client” program and in 
response to an OCC recommendation, the bank developed an account monitoring program and a 
management information system (MIS) report. In February 1997, using this new report, the 
Federal Reserve identified an account with unusual activity and referred it for further 
investigation to the OCC. This is the specific account identified in the Subcommittee's invitation 
letter. The OCC conducted a detailed review of the bank’s handling of the account, including a 
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review of the activity in the account and the bank’s documentation. Also, the OCC requested 
additional information from the bank on the customer’s source of wealth. After considering this 
additional information supplied by the bank, the OCC concluded that a suspicious activity report 
was not warranted. 

In early 1998, OCC provided to the bank an overall assessment of its 1997 performance. This 
assessment included specific comments relating to the need to improve the bank’s control 
environment in the private bank. While progress in many areas was noted, we informed the bank 
that there was still a need for increased attention to the control environment. The OCC also 
pointed out that the OCC had identified a number of audit and control failures in the private bank 
that required attention. 

During several domestic and overseas examinations in 1998, the OCC noted that the long process 
of documenting the bank's existing private banking customers was nearing completion. The bank 
had created a new quality control unit to ensure compliance with the bank’s policies, and 
management was effectively responding to issues identified by the unit and the OCC. During 
these examinations, we found improved internal controls and adequate documentation regarding 
client source of wealth. However, the OCC also recommended that management implement its 
"Global Know Your Client’’ policy within established timeframes, improve information 
regarding clients’ expected transaction volumes, and formalize and implement a monitoring 
program for all private banking clients, in addition to the high-risk client monitoring program. 
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In early 1999, the OCC communicated to the bank that the control environment in the private 
bank, which had led to adverse publicity, had improved. The OCC acknowledged the attention 
this had received from senior management and the board. In addition, during several overseas 
examinations of Citibank offices in 1999, examiners continued to note progress in the bank’s 
global compliance and anti-money laundering program. 

VII. OCC Experience in Obtaining Information From Foreign Jurisdictions 

In most instances, the OCC has not encountered problems in obtaining from the banks that we 
supervise routine supervisory information domiciled in foreign jurisdictions. This type of 
information typically includes information which allows OCC examiners to gain an overall 
perspective on the safety and soundness of a bank’s operations in the foreign jurisdiction, 
particularly the risk environment and controls that are in place. The OCC often obtains 
information directly from national banks through requests, onsite inspections of their offices in a 
host foreign jurisdiction, or through a request to a foreign supervisory authority. 

For example, in April 1998, the OCC sent three examination teams to South America to conduct 
eight examinations. We conducted these examinations to review and analyze measures taken by 
national banks operating in foreign countries to minimize money-laundering risks. During these 
examinations, the OCC reviewed each bank’s corporate and local anti-money laundering policies 
and procedures and audit functions and met with host country bankers associations and central 
bank officials. While these examinations were limited in scope, the examiners were able to 
identify strengths and weaknesses in the local anti-money laundering policies and practices of the 
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subject banks. We are using the results of these examinations to design super\'isory approaches 
for future examinations of overseas offices. 

Obtaining account-specific information from some foreign jurisdictions has been significantly 
more difficult. While legitimate reasons for protecting accounts from review by outside 
authorities exist, the lack of access to this information is a critical problem in cases where 
accounts are possibly being used to commit financial crimes, including money laundering. Most 
foreign jurisdictions with more stringent bank secrecy laws do not consider account-specific 
records to be routine supervisory information. As a result, those jurisdictions typically prohibit 
foreign supervisory authorities from accessing customer records. The ability of the OCC to 
conduct on-site examinations of foreign branches varies depending on the laws of the 
jurisdiction. In some locations, financial secrecy and privacy laws prevent on-site OCC 
examinations. These jurisdictions may also impose criminal sanctions for breaches of financial 
privacy. In other countries, the scope of the examination is limited because examiners cannot 
review customer specific records or reports. As a result, the OCC cannot always conduct 
comprehensive bank examinations or obtain account-specific information that is so important to 
money laundering investigations. 

The OCC addresses problems raised by secrecy laws in foreign jurisdictions in a number of ways. 
For example, the OCC expects national banks to implement interna! controls, monitoring 
systems and processes to reduce money-laundering risks on a company-wide basis, including in 
its foreign offices. When on-site reviews are not possible because of bank secrecy and financial 
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privacy laws, the OCC reviews the corporate policy and audit functions of the bank. When we 
have concerns, we require the bank to address those concerns. This may also include requiring 
external audits or enhanced reporting requirements. 

These difficulties are also being addressed through the many initiatives on the international front 
that are focused on the concerns surrounding the misuse of offshore accounts for financial crime 
purposes. International groups such as the Financial Action Task Force (FATF) and the 
Caribbean Financial Action Task Force (CFATF) have developed guidance and 
recommendations to help prevent and detect money laundering. Additionally, groups such as the 
Basel Committee on Banking Supervision and the Financial Stability Forum are taking a broader 
approach to dealing with secrecy jurisdictions, including the problems these jurisdictions pose 
with respect to obtaining the information needed for effective cross-border supervision. The G-7, 
also recognizing the scope and the seriousness of the problem, has developed principles for 
information sharing between multi-jurisdictional supervisory and law enforcement authorities. 
The OCC has been directly involved in all of these initiatives. 

Most recently, at the request of the Basel Committee, the OCC developed a paper to help 
supervisors identify potentially problematic jurisdictions. The focus of the paper was on the 
supervisory and regulatory environment in the various countries and the ability of the 
jurisdictions to share information with cross-border supervisory counterparts. The paper also 
highlights a number of steps that home country authorities can take to remedy problems with a 
host authority, or with U.S, operations in that host jurisdiction. 
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VIII. other OCC Initiatives .Against Money Laundering 

The OCC has undertaken a number of anti-money laundering initiatives. In 1997, the OCC 
formed an internal task force on money laundering called the National Anti-Money Laundering 
Group (NAMLG). Since that time, NAMLG has embarked on several important projects. One 
such project involves targeting banks for expanded scope money laundering examinations, 
including private banking departments. The targeted examinations are staffed by experienced 
examiners and other OCC experts who specialize in BSA compliance, money laundering and 
fraud examinations. The banks are selected for examination by using a filtering process that 
includes, among other considerations; (1) locations in high intensity drug trafficking areas; (2) 
excessive currency flows; (3) significant private bank activities; (4) unusual suspicious activity 
reporting patterns; (5) unusual large currency transaction reporting patterns; and (6) fund 
transfers or account relationships with dmg source countries or countries with stringent bank 
secrecy laws. 

In addition, the OCC is working with the Financial Crimes Enforcement Network (FinCEN) to 
further enhance our ability to identify banks at risk for money laundering. For example, the 
OCC’s fraud and BSA/anti-money laundering specialists now have on-line access to the primary 
databases at FinCEN. These databases house currency transaction reports, suspicious activity 
reports and other BSA information, as well as Federal Reserve cash flow data (currency flows 
between the Federal Reserve and depository institutions). This on-line access allows the OCC to 
analyze data to identify banks with unusual currency or suspicious report activity. The OCC is 
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also working with FinCEN to utilize the agency’s “artificial intelligence” capabilities to facilitate 
our targeting program. 

The OCC also conducts targeted examinations based on law enforcement leads. For example, if 
a U.S. Attorney’s Office advises the OCC that a national bank may be involved in a money- 
laundering scheme, the OCC will send a team of examiners to assess the situation. If, through 
the examination process, OCC identifies weaknesses in the bank’s BSA compliance program or 
other problems within the OCC’s supervisory or enforcement authority, the agency will direct the 
bank to take appropriate corrective action. In addition, if the examiners discover information that 
may be relevant to a possible criminal violation, the OCC will direct the filing of a Suspicious 
Activity Report and provide relevant documents, information and expertise to the receiving law 
enforcement agency. 

This targeting effort resulted in fifteen targeted exams from late 1997 to 1999. Six of these 
examinations involved private banking. Plans are underway to conduct at least nine more in 
2000. In addition to targeting examinations throughout the United States, a special training and 
targeting examination project was conducted in our Southeastern District during 1999. This 
project provided examiners with intensive BSA/anti-money laundering training immediately 
followed by nine expanded scope examinations. The examinations resulted in a number of 
corrective actions to prevent money laundering. The OCC's Northeastern District plans to 
conduct a similar initiative in the first quarter of 2000. 
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OCC District Offices have also formed task forces to interact with the NAMLG and to attack the 
problem of money laundering. The overall purpose of the district-based initiatives is to 
implement a more proactive approach on the local level and to foster new ideas and programs for 
supervising compliance with the BSA and the money laundering statutes by; 

• identifying and examining high-risk banks; 

• working with local law enforcement and regulatory agencies; 

• providing examiner training; 

• developing and sharing "best practices" examination procedures; and 

• developing and implementing new anti-money laundering initiatives. 

In addition, the OCC has assigned a BSA/money laundering specialist to the Treasury 
Department’s Colombian Black Market Peso Exchange (CBMPE) Working Group. The group 
meets on a bi-weekly basis to develop and implement operational strategies against money 
laundering based in the CBMPE. CBMPE is a high priority item of the National Money 
Laundering Strategy for 1999. So far, the OCC has: 

• trained examiners on money laundering schemes common to CBMPE; 

• distributed a FinCEN advisory on CBMPE to national banks; and 

• developed and field tested examination procedures to detect CBMPE schemes in national 
banks. 

With the support of NAMLG, the OCC also has enhanced its training to detect money 
laundering, including in private banking accounts. The training instructs examiners to focus on 
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unusual funds transfer activity to or from known offshore money laundering havens. This 
training was provided in all of the OCC Districts during 1999. 

NAMLG is also chairing a working group with other regulatory and law enforcement agencies to 
develop an interagency training curriculum to heighten awareness of money laundering schemes 
and to provide case studies of actual examinations that led to the filing of suspicious activity 
reports and criminal investigations. The interagency group plans to pilot the training program in 
July 2000. 

Other activities of NAMLG include: 

• analyzing money laundering trends and emerging issues; 

• sharing money laundering intelligence with OCC District offices; 

• promoting cooperation and information sharing with national and local anti-money 
laundering groups, law enforcement agencies, other bank regulators and the banking industry; 
and 

• working with law enforcement to develop better means of promoting feedback to financial 
institutions on the effectiveness of SAR reporting and law enforcement’s follow-up. 

Overall, through its examination programs, cooperative efforts with others, both domestically 
and internationally, and NAMLG initiatives, the OCC continues to demonstrate its commitment 
to combating money laundering. 
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IX. Additional Initiatives 

As you know, the Administration recently released its Congressionally-mandated National 
Money Laundering Strategy for 1999. The Strategy includes a number of specific objectives 
aimed at enhancing the ability of law enforcement and the regulatory agencies to combat money 
laundering. These include: (1) convening a high-level working group of federal regulators and 
law enforcement officials to examine what guidance would be appropriate to enhance bank 
scrutiny of certain transactions or patterns of transactions in potentially high-risk accounts; (2) 
the federal bank supervisory agencies conducting a review, in cooperation with the Treasury 
Department, of existing bank examination procedures relating to prevention and detection of 
money laundering at financial institutions; and, (3) proposing legislation to bolster domestic and 
international enforcement powers to combat money laundering. 

The OCC is committed to working closely with all panicipants in these and other legislative and 
regulatory efforts over the coming months and years to help meet the goals and objectives of the 
Strategy. 

X. Conclusion 

The OCC is committed to preventing national banks from being used to launder the proceeds of 
the drug trade and other illegal activities. We recognize the potential vulnerability of private 
banking to money laundering, and our supervisory efforts are aimed at ensuring that banks 
employ control procedures to reduce that vulnerability. We stand ready to work with Congress, 
the other financial institution regulatory agencies, the law enforcement agencies, and the banking 

industry to continue to develop and implement a coordinated and comprehensive response to the 
threat posed to the nation’s financial system by money laundering. 
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Chairman Collins, Senator Levin, Members of the Subcommittee, I am pleased to 
appear before the Permanent Subcommittee on Investigations to discuss the Federal Reserve’s 
role in the government’s efforts to detect and deter money laundering and other financial crimes, 
particularly as these issues relate to the private banking operations of financial institutions. 

You have asked the Federal Reserve to address several matters, including the 
Federal Reserve’s review of private banking activities; the extent to which private banking is 
vulnerable to money laundering and what private banking activities raise concerns in this regard; 
the Federal Reserve’s experience in obtaining information from U.S. banks that conduct private 
banking activities outside the United States; and any recommendations or comments the Federal 
Reserve may have with regard to the strengthening of anti-money laundering controls for private 
banking or on pending legislation. You have also asked us to comment on the operations of a 
specific banking organization, I will address each of these matters, however, I am not at liberty 
to discuss the activities of any one organization because of the confidentiality of examination 
findings that must be maintained. 

In order to better understand the money laundering issues related to private 
banking, it would be very useful to first provide you with some background information on what 
we consider to be private banking and the way in which private banks operate. But first, let me 
start by stating that, as a bank supervisor, of primary interest to the Federal Reserve is the need to 
assure that banking organizations operate in a safe and sound manner and have proper internal 
control and audit infrastructures to support effective compliance with necessary laws and 
regulations. A key component of internal controls and procedures is effective anti-money 
laundering procedures. Moreover, as part of our examination process, we review the anti-money 
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laundering policies and procedures adopted by financial institutions to ensure their continued 
adequacy. 

The Federal Reserve places a high priority on participating in the government’s 
efforts designed to attack the laundering of proceeds of illegal activities through our nations’s 
financial institutions. Over the past several years, the Federal Reserve has been actively engaged 
in these efforts by, among other things, redesigning the Bank Secrecy Act examination process, 
developing anti-money laundering guidance, regularly examining the institutions we supervise 
for compliance with the Bank Secrecy Act and relevant regulations, conducting money- 
laundering investigations, providing expertise to the U.S. law enforcement community for 
investigation and training initiatives, and providing training to various foreign central banks and 
government agencies. 

Overview of Private Banking 

Private banking offers the personal and discrete delivery of a wide variety of 
financial services and products to the affluent market, primarily high net worth individuals, and 
their corporate interests who generally, on average, have minimum investable assets of 
$1 million. Customers most often seek out the services of a private bank for issues related to 
privacy, such as security concerns related to public prominence or family considerations or. in 
some instances, tax considerations. The private banking relationship is usually managed by a 
’’relationship manager” who is responsible for providing a high degree of personalized service to 
the customer and for developing and maintaining a strong, long-term banking relationship with 
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1104 


3 

Private hanking accounts can typically be opened in the name of an individual, a 
commercial business, a law firm, an investment advisor, a trust, a personal investment company, 
or an offshore mutual fund. A private banking operation usually offers its customers an all- 
inclusive money management relationship that could include investment portfolio management, 
financial planning advice, custodial services, funds transfer, lending services, overdraft 
privileges, hold mail, letter-of-credit financing and bill paying services. These services, some of 
which 1 will describe in some further detail in my testimony, may be performed through a 
specific department of a commercial bank, an Edge corporation, a nonbank subsidiary, or a 
branch or agency of a foreign banking organization or in multiple areas of the institution, or such 
services may be the sole business of an institution. 

Private banking services almost always involve a high level of confidentiality 
regarding customer account information. Consequently, it is not unusual for private bankers to 
assist their customers in achieving their financial planning, estate planning, and confidentiality 
goals through offshore vehicles such as personal investment corporations, trusts, or more exotic 
arrangements, such as mutual funds. Through a financial organization’s global network of 
affiliated entities, private banks often form the offshore vehicles for their customers. These shell 
companies, which are incorporated in such offshore jurisdictions as the Bahamas, the British 
Virgin Islands, the Cayman Islands, the Netherlands Antilles, and countries in the South Pacific, 
such as the Cook Islands, Fiji, Nauru and Vanuatu, are formed to hold the customer’s assets, as 
well as offer confidentiality because the company, rather than the beneficial owner of the assets, 
becomes the accountholder at the private bank. 
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A customer’s private banking relationship frequently begins with a deposit 
account, and then expands into other products. Many banks require private banking customers to 
establish a deposit account before opening or maintaining any other accounts. To distinguish 
private banking accounts from retail accounts, institutions usually require significantly higher 
minimum account balances and assess higher fees. The customer’s transactions, such as wire 
transfers, check writing, and cash deposits and withdrawals, are conducted through these deposit 
accounts. 

Investment management for private banking customers usually consists of either 
discretionary accounts in which portfolio managers make the investment decisions based on 
recommendations from the bank’s investment research resources or nondiscretionary accounts in 
which customers make their own investment decisions. Private banking customers may request 
extensions of credit. Loans backed by cash collateral or managed assets held by the private 
banking function are quite common, especially in international private banking. Private banking 
customers may pledge a wide range of their assets, including cash, mortgages, marketable 
securities, land, or buildings, to secure their loans. 

The Private Banking Industry 

As the affluent market grows, both in the United States and globally, competition 
to serve it has become more intense. Consequently, new entrants in the private banking 
marketplace include nonbank financial institutions, as well as banks, and the range of private 
banking products and services continues to grow. A 1997 study estimated the private banking 
industry at $17 trillion globally and predicted that the private banking industry would grow at 
two to three times the pace of the overall consumer banking market for the foreseeable future. 
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There are approximately 4,000 financial organizations competing worldwide in 
the private banking market with no one organization currently managing more than 2.5 percent 
of the estimated available business. Private banking has a proven track record of being profitable 
for banking organizations. 

Typically, private banking services are organized as a separate functional entity 
within the larger corporate structure of a banking organization. As the private banking industry 
has developed over the last several years, the expectations of the customers have evolved. 
Historically, clients sought discretion, confidentiality and asset preservation. This emphasis has 
shifted as capital restraints have been dismantled and, in some countries, autocratic regimes have 
been replaced with free market economies. 

Today, while confidentiality is still important, investment performance has taken 
precedence. Private banking customers’ portfolios typically now include a greater proportion of 
equities and sophisticated investment products. 

Review of Private Banking Activities 

The Federal Reserve has long recognized that private banking facilities, while 
providing necessary services for a specified group of customers, can. without careful scrutiny, be 
susceptible to money laundering. In our continuing efforts to provide relevant information and 
guidance in the area of effective anti-money laundering policies and procedures for private 
banking, in 1997, the Federal Reserve published guidance on sound risk management practices 
for private banking activities. Besides distributing the guidance to all banking organizations 
supervised by the Federal Reserve, the guidance was made publically available through the 
Federal Reserve's website. More recently, the Federal Reserve developed enhanced examination 
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guidelines specifically designed to assist examiners in understanding and reviewing private 
banking activities. 

Since 1996, the Federal Reserve has undertaken two significant reviews of private 
banking. In the fall of 1996, the Federal Reserve Bank of New York began a year-long cycle of 
on-site examinations of the risk management practices of approximately forty banking 
organizations engaged in private banking activities. Last year, a Private Banking Coordinated 
Supervisory Exercise by several Reserve Banks and Board staff was undertaken to better 
understand and assess the current state of risk management practices at private banks throughout 
the Federal Reserve System. 

The examinations by the Federal Reserve Bank of New York focused principally 
on assessing each organization’s ability to recognize and manage the potential risks, such as 
credit, market, legal, reputational or operational, that may be associated with an inadequate 
knowledge and understanding of its customers’ personal and business backgrounds, sources of 
wealth, and uses of private banking accounts. 

These reviews were prompted by the Federal Reserve’s desire to enhance its 
understanding of the risks associated with private banking. We recognized, for example, that 
some private banking operations may not have been conducting adequate due diligence with 
regard to their international customers. While all organizations had anti-money laundering 
policies and procedures, the implementation and effectiveness of those policies and procedures 
ranged from exceptional to those that were clearly in need of improvement. 
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As a result of the examinations of the private banking activities of these 
organizations, which began in 1 996, certain essential elements associated with sound private 
banking activities were identified. These elements include the need for: 

► Senior management oversight of private banking activities and the creation of an 
appropriate corporate culture that embraces a sound risk management and control 
environment to ensure that organization personnel apply consistent practices, 
communicate effectively, and assume responsibility and accountability for controls. 

► Due diligence policies and procedures that require banking organizations to obtain 
identification and basic information from their customers, understand sources of funds 
and lines of business, and identify suspicious activity, 

► Management information systems that provide timely information necessary to analyze 
and effectively manage the private banking business and to monitor for and report 
suspicious activity. 

► Adequate segregation of duties to deter and prevent insider misconduct and such things 
as unauthorized account activity and unapproved waivers of documentation requirements. 

During the course of the examinations, a number of banking organizations were 
reluctant to release information on the beneficial ownership of personal investment corporations 
established in recognized secrecy jurisdictions that maintained accounts at the banks. The banks 
raised concerns regarding the prohibition on disclosure imposed by the laws of the countries in 
which the personal investment corporations were formed, as well as concerns that such 
disclosures would lead to customer backlash. However, as the result of continued persistence by 
Federal Reserve examiners, all banks provided the requested information. Very few customers 
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closed their accounts even after being asked to waive any confidentiality protections that they 
may have had under foreign law, so that the beneficial ownership information could be made 
available to examiners. 

In last year’s Coordinated Supervisory Exercise, a sample consisting of the private 
banking activities of seven banking organizations was reviewed by a System-wide team of 
examiners during regularly scheduled safety and soundness examinations. As a result of the 
examinations, we concluded that the strongest risk management practices existed at private banks 
with high-end domestic customers. We found that among private banks with primarily 
international customers, stronger risk management practices were in place at those organizations 
that had a prior history of problems in this area, but, as a result of regulatory pressure, had 
successfully corrected the problems. The weakest risk management practices were identified at 
organizations whose private banking activities were only marginally profitable and who were 
attempting to build a customer base by targeting customers in Latin America and the Caribbean. 

This exercise also identified emerging trends in the private banking industry, some of 
which were that: 

► Established private banking operations maintain strong risk management controls and 
strong earnings, in contrast to relatively new entrants that have no specific criteria for 
seeking customers and tend to have inadequate customer screening procedures. 

► New software and hardware products are being introduced into the marketplace that allow 
for banking organizations to direct products to their customers, with the byproduct that 
these systems will allow for more effective identification of potentially suspicious or 


criminal activity. 
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► Vulnerabilities to Money Laundering 

The Federal Reserve has addressed and continues to address perceived 
vulnerabilities to money laundering in private banking by issuing private banking sound 
practices guidance and developing targeted examination procedures for private banking, as well 
as our regular on-site examinations of private banking operations. There are some practices 
within private banking operations that we believe pose unique vulnerabilities to money 
laundering and, therefore, require a commitment by the banking organizations to increased 
awareness and due diligence. 

Personal investment corporations that are incorporated primarily in offshore 
secrecy or tax haven jurisdictions and are easily formed and generally free of tax or government 
regulation are routinely used to maintain the confidentiality of the beneficial owner of accounts 
at private banks. Moreover, and of primary interest to the beneficial owners, are the apparent 
protections afforded the accountholders by the secrecy laws of the incorporating jurisdictions. 
Private banking organizations have at times interpreted the secrecy laws of the foreign 
jurisdictions in which the personal investment corporations are located as a complete prohibition 
to disclosing beneficial ownership information. The Federal Reserve, however, has continually 
insisted that for those accounts that are maintained within the United States, banking 
organizations must be able to evidence that they have sufficient information regarding the 
beneficial owners of the accounts to appropriately apply sound risk management and due 
diligence procedures. 

A variant of personal investment corporation accounts that could increase the risk 
of the accounts being used for money laundering purposes are personal investment corporations 
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that are owned through bearer shares. Bearer shares are negotiable instruments with no record of 
ownership so that title of the underlying entity is held essentially by anyone who possesses the 
bearer shares. Historically, bearer shares were used as a vehicle for estate planning in that at 
death the shares would be passed on to the deceased beneficiaries without the need for probate of 
the estate. However, in the context of potential illicit activity being conducted through an entity 
whose ownership is identified by bearer shares, it is virtually impossible for a banking 
organization to apply sound risk management procedures, including identifying the beneficial 
owner of the account, unless the banking organization physically holds the bearer shares in 
custody for the beneficial owner, which of course we encourage. 

The use of omnibus or concentration accounts by private banking customers that 
seek confidentiality for their transactions poses an increased vulnerability to banking 
organizations that the transactions could be the movement of illicit proceeds. Omnibus or 
concentration accounts are a variation of suspense accounts and are legitimately used by banks, 
among other things, to hold funds temporarily until they can be credited to the proper account. 
However, such accounts can be used to purposefully break or confuse an audit trail, by separating 
the source of the funds from the intended destination of the funds. This practice effectively 
prevents the association of the customers’s name and account numbers with specific account 
activity, and easily masks unusual transactions and flows that would otherwise be identified for 
further review. 

There has been much said about the use of correspondent accounts in facilitating 
money laundering transactions. Admittedly, correspondent accounts may raise money 
laundering concerns because the interbank flow of funds may mask the illicit activities of 
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customers of a bank that is using the correspondent services. However, it is our belief that 
correspondent banking relationships, if subject to appropriate controls, play an integral role in the 
financial marketplace, by allowing banks to hold deposits and perform banking services, such as 
check clearing, for other banks. This allows certain banks, especially smaller institutions, to gain 
access to financial markets on a more cost-effective basis than otherwise may be available. 
Foreign Jurisdictions 

A primary obstacle to our supervision of offshore private banking activities by 
U.S. banking organizations, not only with regard to beneficial ownership information, but with 
regard to the safety and soundness of the operations, is our inability to conduct on-site 
examinations in many offshore jurisdictions. While it appears that nearly all institutions that we 
supervise have adequate anti-money laundering policies and procedures, our examination process 
is most effective when we have the ability to review and test an organization’s policies and 
procedures. Secrecy laws in some Jurisdictions limit or restrict our ability to conduct these on- 
site reviews or to obtain pertinent information. In such instances, practically our only alternative 
is to rely on a bank’s internal auditors. 

A number of offshore jurisdictions are currently preparing for on-site 
examinations by home country supervisors. This effort is being led in large part by members of 
the Basle Committee on Banking Supervision and the Offshore Group of Banking Supervisors. 

A report issued by these groups in 1 996 stated that: “While recognizing that there are legitimate 
reasons for protecting customer privacy . . . secrecy laws should not impede the ability of 
supervisors to ensure safety and soundness of the international banking system.” 
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Legislative and Regulatory Initiatives 

The Federal Reserve has continually supported efforts to better and more 
effectively attack money laundering activities because of our supervisory interests in establishing 
policies and procedures thwarting money laundering, as well as our interests in supporting and 
participating in law enforcement’s efforts to detect and deter money laundering. The use of the 
banking system to launder the proceeds of criminal activity can certainly damage the reputation 
of the banks involved, as well as have a detrimental impact on the banking sector as a whole. 

The proposed “Foreign Money Laundering Deterrence and Anticorruption Act” 
addresses a number of areas in which current requirements would be strengthened. We note that 
a number of the provisions of the proposed legislation address similar issues to those set forth in 
the recently released National Money Laundering Strategy. The Strategy requires a review of a 
number of critical areas in which the Federal Reserve will be an active participant, and we 
believe that the results of the reviews will provide information that should be useful to the 
legislative process. 

The Federal Reserve has been contemplating, in cooperation with the banking 
industry, developing guidance to assist banking organizations in implementing money laundering 
risk assessments of their customer base. These risk assessments would be used to determine the 
appropriate due diligence required to identify and, when necessary, report suspicious activity. 

For example, because of the increased concern that private banking accounts could be used for 
money laundering, we would expect that guidance in this area would suggest that it may be 
necessary to engage in a more in-depth analysis of a customer's intended use of the account 
coupled with a heightened ongoing review of account activity to determine if, in fact, the 
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customer has acted in accordance with the expectations developed at the inception of the 
relationship. We believe that such policies and procedures will be an effective tool against 
potential money laundering activity. 

The banking system has a significant interest in protecting itself from being used 
by criminal elements. Individual banking organizations have committed substantial resources 
and achieved noticeable success in creating operational environments that are designed to protect 
their institutions from unknowingly doing business with unsavory customers and money 
laundercrs. Clearly, these efforts need to continue and the momentum maintained. 1 want to 
emphasize that the Federal Reserve actively supports these efforts. Consequently, we will 
continue our cooperative efforts with other bank supervisors and the law enforcement community 
to develop and implement effective anti-money laundering programs addressing the ever 
changing strategies of criminals who attempt to launder their illicit funds through private banking 
operations, as well as through other components of banking organizations here and abroad. 
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